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Prelkce to., the- First Edition. 


T]k« /olloving pages have been written with the objeot 
of meeting the needs of etudants who roc|hlre guidance in 
the study of eeonoinie problems pertaining to India and 
of genera} readers who wish to get acquainted with the 
chief foatures of the economic organization and develop¬ 
ment of thU country. The book does not presume to deal 
ezhanstively with the subjects discus.sed—volumes will 
‘be required to do so. It only seeks to show briefly how- 
the principles of Economics should be applied to Indian 
conditions, and to place before the reader the different 
aspects of Indian economic life. As such, the volume is 
expected to render material help to College students taking 
up general Economics, and Indian Economics in parti¬ 
cular, as special subjects, and to all others who take any 
interest in l(he advancement of this country and specially 
in the prodiotion of its economic and social well-being. 

' Thf general order of treatment usually found in 
text-books on Economics, has been followed with a view 
to conduce to the convenience of the student, but in doing 
10, ce^ has been taken to bring into prominence chief 
among the peculiar economic problems which require 
daraful study and de.-nand a solution, in this'country. The 
elementary principles have been briefly indicated in each ' 
plaoe, and their application to Indian conditions has been 
pointed out. The economic changes which have taken 
plaoe and which are in progress, have been traced, and the 
sitnation in India is compared with the development and 
position in Western countries. Very few people in India 
know the nature and working of even the simple laws 
which govern the production, exchange and distribution 
of wealth or are acquainted with the modem machinery 
of trade, currency, credit and finance. This ignorance 
lands people into curious mistakes when they try to tackle 
economic probleme; and well-directed attempts at the 
promotion of progress, are rendered difficult Equally 



dangaroas ie the pasy optimim of those who ate led*away 
by appearanoes and draw cotnfortin'k conclusions both 
ftom the contrasts and the analogies prosonled by Indian 
conditions when compared with those prevalent aisowhere. 
This book, it is hoped, will supply a corrective to both 
these tendencies and will afford a true insight into tbs 
eoonomic situation of India. 

'* The author has freely stated his own views dn ‘each 
question—this was inevitable and oven necessary—and has 
also given reasons why he holds them. Ho has taken 
every care, however, to place the proa and cons ift each 
ease before tho reader so as to stimulate thought and 
rouse a spirit of enquiry, and to help him to form an 
opinion for himself. The reader U referred, in each chap¬ 
ter, to the literature he must go through if Kg wishes to 
prosecute his studios further, and the student wi^l find the 
raferenoes helpful in acquiring a more intimate asquaint- 
anoe with the subjects of study Only very recently has tho 
importance of economic studies come to be appreciated, 
and the provision made for them is yet most inada^^uate. 
The text-books are very few and the information pertaining 
to different subjects is scattered through a large number of 
bine books, reports, monogtaphs &o. The purpoee of 
writing this book will be folly served if it satisfies ilie 
ft^t wbibh, tbe author know*, la keenly felt by itudanta 
MtdgeiiopJ readan. 
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INDIAN ECONOMICS. 



ftuade: StBayi Indian Seonomiei: Lift .* Tkt KaHondl 
iif FolUieiUEconomy3. Peddle: A National Bottom of Eeo' 
nomtee^ Theodore ICoriaon: feonomie 2Vaiietftoii »n India ; and 
Organiiotion of an Indian Prooinca :; Moreland : idn Introduction to 
tkc BtudDf of Economies; hen Bmiiht Btudiss in rndtan ^eoMmiea; 
& V. Sethar: An Essay on Indian Seononies ; D. S. Waoha: Fouf 
Fapenon Commcres and Industry; H. Stanley Jerona: Leotue on 
Economics in India ; M» Moiumdar: Leotore on TA# Sfftdy of 
Indian Economies; V« G* Sale: Indian Industrial and Eoonomie 
Froblsms. • 

1. BeoBomlcs In India i— It is hardly possible to 
over-estimate the value of a close and careful study of 
< Indian Economicsand the importance of the investiga* 
tion of economic conditions and of the application of 
reiqpdies suggested by it for the promotion of the well¬ 
being of tha mass of the Indian peSple, has been widely 
acknowledged.. The expression * Indian Economics' basi 
howe^r, been often misunderstood, and the idea of its 
constituting ir special branch of study has been even 
ridiculed. Though a few well-known Indians have sealously 
devoted themselves to a study of Indian economic problema 
and hare evolved a certain distinctive line of thought 
as well as substantial and definite results from their 
investigations, It can hardly be said that a 'school’ of 
eoonomie thought, as such, has been yet established in 
this country. 

It is true that a set of earnest students look at the 
man prominent questions telp&ng to the ohonoiaie eon- 



>. ixmx locmonM. 

’.V • ^ . 

ditions in fram a'particular point of .view wblch 

' doM not accord with the angle of vision of the authorities 
in Uiia country and in England. Nor does, that view* 
point commend itself to an influential section of publidsts 
and thinkers Whose diagnosis of and remedies for the 
economit ills of India are entirely diSerent. The prob* 
lems of trade, land revenue, currency, fiscal policy, caste, 
an^ the attitude of the State towards industrial enter, 
prise, are thus subjects on which opinion is sharply 
divided, and if a generalization may be allowed on such a 
'subject, it may be observed that the trend of economic 
thought in India is slowly hardening into an Indian 
'■school.’ 

‘Indian Economics’ does not constitute a separate 
science or a branch of the science of Economics. But 
Indian Economics may well lay claim to respectful con- 
siderhtion like English Political Economy, for instance, as 
it ideals with peculiar political, social, intellectual and 
economic conditions which constitute an important sub* 
ject of research and study. At any rate, there is a 
general agreement that the progress of the country and 
the promotion of the welfare of its people, demand a 
scientific investigation at the hands of those who devote 
themselves to an inquiry into the material condition of 
the various classes of the community in India with a view 
to finding ont remedies for its amelioration. Thisufs and 
ought to be the sense of the term ' Indian Economics’, 
and it should not be understood, as it some times is, to 
signify any fresh contribution to Economic Science or the 
formulation of new economic theories. 

9. Peculiar eondltlonsThe social, political 
and industrial organization in India has its special features 
which require carefnl study and which cap not be made 
easily to fit in with economic ideas and doctrines which 
prevail at the moment in Western countries. These conn- 
tries themsalreshave passed through a variety of economic 
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phows and Mperiencei, and iindia presents ecdnondo and 
lodal phenomena which have appeared at different itagea' 
in the development of weitem nations. The present in<* 
dustrial organisation of Europe and America cannot be 
said to be the final phase of tjieir evolution which has 
been brought about by different geographici climatic, 
religious end political influences. It is neither final nor, 
by any means, perfect. 

, On what lines India should or will advance cannot.be 
definitely stated. But the unifying effect of British rule 
in this country, the peace and orderly government which 
prevail within its borders, the Western education whic]i 
its people are receiving, the close contact into which this 
ancient land has been brought with the other countries of 
the most distant parts of the world, and the hopes and 
aspirations which have been roused in the pubUc.mind 
abont their national destiny by happenings outside, and 
within its borders, all these are factors whose influence^rn 
the development of India has been profound. The social 
institutions, the religious beliefs and the centuriea>old 
traditions of the Indian people, have been and are being 
deeply affected by these influences, the result of which is 
a curious mixture of old and new. Eastern and Western, 
Consequently Indian economic phenomena have become 
most q^mplei, though highly interesting, and it is difficult 
to say whither things are moving. It is the work of the 
economist to (fisentangle Ibis mass of confused facta and 
tendencies and to apply to them the laws of his science 
in such a way as to suggest the lines along which progress 
should beneficially be directed. 

The VBstness of the Indian continent, the diversity of 
physical.and climatic conditions which prevail in its 
different parts,>the variety of planes of intellectual and 
social progress on which the several Indian peoples stand 
and the heterogeneity of idea;, usages and lustitotiona 
which distinguish ^its numerous communities, copsti^ute 
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tlu Immezu^jr confined'though ettraetiTo mitorlel on 
which the itndent hai to,work,'and iweeping geneialin- 
tioniwod theories about India as a whole are 'absolutely 
otft of the question. At the back of this dimsity and 
overshadowing it, there has always reposed a unity, how* 
ever, whibb hat not escaped the attention of the stranger. 
And .tbe influences which British rule has set at work are 
. shaphig the economic as well as the political destiny of 
the land in a manner the tendencies and results of which 
are discernible to the careful inquirer. In this twentieth 
chntury no country in the world can remain in isolation 
and can help being plunged into the vortex of modem 
material civilization, and Asiatic nations will no longer 
be what they were in the last century. Outside observers 
who do not know the Indian people intimately, therefore, 
feel that 

I' there Is an urgent need that some one or some 
group of men should set about trying to create a dls> 
tfnotly Indian politloal economy. The difference be¬ 
tween the problems of England and those of this land 
mnst show you that there can be no greater danger 
than that of blindly following the writings of English 
economists. They are writings for a country in which 
the conditions are entirely different to those whidh 
obtain here and they have at the back of their minds 
problems which are everything to them bpt which .an 
little or nothing to you.” * 

3. Economic Policy Since the rim of the His¬ 
torical School of Political Economy, economic laws have 
lost their old dogmatic character, and it is now usual with 
economists, in dealing with the problems that come within 
their purview, to make allowance for different dremn- 
stances which affect the operation of the laws of their 
science. The axiomatic assumptions of the older econo¬ 
mists are no longer accepted as the starting points of 
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diiciMioiit ■ bat the development-of every eoonanlo 
phenomenon end institatioh U carefnlly tnced.and the 
bearing upon it of political, social and intelfectoal envirop* 
ments is properly. taken into account. The inductive 
method of inquiry, used in conjunction with the deductive, 
has strengthened the position of the econoibic science 
and hps rendered the role of the economist more practi¬ 
cal and valuable. 

In economic, as in political affairs, two different dnd 
conflicting veins of thought are seen running along the 
development of the policy of the State in this country. 
Imbued with ideas and theories imbibed in England, the 
Indian rulers have sometimes attempted to foist upon an 
alien civilization the systems accepted as correct and 
beneficial in their own country, and it is no wonder if the 
doctrines of the orthodox economists should have been 
applied wholesale to the conditions in India. On the other 
hand, the peculiar features of the political anf wcia 
organization in this country have been made the ground 
of a refusal to adopt in India measures which experience 
has proved beneficial in England and particularly on the 
Continent and in America. If laissez /dire has thus been 
the keynote of the policy of Government in certain mat¬ 
ters, in others it has gone to the'other extreme, and some 
of its measures are national and socialistic to a degree.* 
^'We have noticed this fact not to emphuise the In- 
consistency’lurking in the policy of the State in India but 
rather to show that the lessons of the recent development 
of economic thought have not yet been adequately taken 
to heart by Government. Students of Indian Economics 
feel that the experience gained by nations similarly cir-' 
cumstanoed as India, is. very valuable and that the 
measures taken by their Governments to promote the 
national prosperity of their people should be adopted in 
this country though they may militate against vested in- 
*SMB«iadiriEa«japlBdliBFgttWIkaoay.* 
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teniU and against pi«'«oneeived notions as to corract 
economic.doctrines which,, after all, have relative ap- 
plicabiKty. Writers of the Historical or Nationil school 
of Economics, therefore, insist that 

“ Science must not denv the natnn of special 
national ^fiicumstances, nor ignore and misrepresent 
it, in order to promote cosmopolitan objects. These,ob- 
jeots oan only be attained by paying regard to nature, 
apd by trying to lead the separate nations in ac¬ 
cordance with it to a higher aim-”* , < 

• Apart from the peculiar geographical, climatic, re¬ 
ligious and social factors which peculiarly affect the 
economic condition of a country, there are other currc^pts 
and cross-currents such as the consciousness of a growing 
communal and national unity, the struggle for self- 
preservation, the tendency to imitate and assimilate 
foreign institutions and ideas and the desire to attain a 
higher standard of material prosperity, which play an 
impoi^nt part in determining the actions of peoples and 
states. In the construction of ' an independent body of 
economic doctrines which could be logically deduced from 
the observed facts of Indian society,’! special national 
considerations will have their own share. Indian Econo¬ 
mics will, in this sense, be^as List says, a National Political 
Economy as distinguished from the cosmopolitical. Eco¬ 
nomic doctrines must go through the ordeal of Bppiicab|)'Ity 
to Indian conditions. Mr. Ranade systematically showed 
how this was necessary and his lead has been followed by 
several students who have thought and written on the 
subject. Sir Theodore Morison is right when he observes 
that the time has not yet come ‘when it is possible to 
■ttempt a complete statement of the economics of Indian 
industry,’ because 'the materidl at our disposal is at 
present too scanty’; yet the pains-taking and, observant 
student knows Indian conditions well enough to enable 
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him to disws and indicate the direction in which‘thing* 
are moving and onght to move. ' - ' 

4 . 'Importance of Economic Stndlu r—That 

Indian Economics deserves careful studjr, is a truth which 
happily has now been recognized, as we have stated 
above, on ail hands. In spite of its great valfld, however, 
for t^ promotion of the well-being of the people of the 
country,the subject has not received the attention it' 
deserves. An eminent Indian economist remarks■ 

“ Who will deny that for the future well-beinK of 
our national piospeiity, the studv of economics is Of 
priceless value! Is it not our paramount dutv to wake 
up in this respect, if we are to succeed in the keen 
competitive race now going forward in the world, in 
arts and industries, manufactures and commerce, in 
fact, in all matters which contribute to the larger 
production of wealth! The universal recognition of 
economic studies in all the civilized countries "of the 
West is, we need not sav, the most gratifying feature 
of our busy age and the most hopeful sign of the better 
welfare of the human race in the future. We earnestly 
put it to our countrymen whether they are to stand 
aside while the human race is progressing f"* 

Earnest men, convinced of the close relation which 
dhbsists between a correct knowledge of economic laws 
and conditions and the progress of society that may be 
achieved by the practical application of that knowledge, 
have always deplored in India the general apathy of the 
educated classes towards economic studies. This in¬ 
difference may be due to our defective system of education 
01 to the discouraging conditions that surround the 
student. Whatever the cause may be, latterly signs of, 
improvement have been visible on all bands. The Uni¬ 
versities are taking kindly to the subject, for the teaching 
of which pmvision is being made, and the need of a study 
of economic science and of Indian Economics, has been 

* D» Se Wtete t " Foot oa Anw****—y StiHitlMs'' 
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•mphasliedb^theworkofoat LegiilatiTe ConneDt and 
the economic awakening which leenu to have come orer 
tto connt^. ' • ‘ 

Indian Eoonqmici, as we have pointed oat above, li 
not a separate science, became it does not seek to dis- 
cover new laws which were not known to earlier thinkers. 
We have indeed to observe things as they are, describe the 
economic activities of the different classes of the popola- 
tioh and to study the different economic phenomena like 
high‘prices, low wages, expanding trade and increasing 
rents and have to point out the relation of cause and 
effect. But we have also to indicate how improvement may 
be effected by individual and collective action, and how 
evils may be prevented and remedied. It thus suggests an 
application of economic laws to Indian conditions 
and partakes more of the nature of the art of Economics 
or of a 'normative science. It is, besides, national in 
this sehse that it deals with the peculiar conditions of 
India and has in view the special requirements of the 
material advancement of its people.* 

.5. Theory and Ita Applleatlon The com¬ 
parative poverty and the general backwardness of the 
large mass of population in this country, are patent to 
every one who has devoted any thought to the subject. 
The standard of living and the earning capacity of/he 
people are extremely low and the scope for improvement 
is vast. The social structure, the indmtrial organisation 
and the political statm, all require reform, and if a con- 
sciom and systematic effort is to be made,' it mmt be 
hoKd upon accurate knowledge of facts and well-thought, 
'out schraes. What part the State should play in bringing 


* Tin votU im, •ttribotai ItrfSb to the iiaUUoii of Gwhaer, to untfi 
mamkaa Iw thoo foUtkol pnSooiiiiaoce, goto o veatetol itiiiiiloe to 
SiKWdaMelieeeoaitsioUiaonliiii^todifCnntDitioaeodolitio uneoat 
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about this cossummation, vhat steps it onghl to be ex* 
pected to (ake for that purpose hnd how the crdhtion of 
larger quantities of wealth in the couutrjr $hould*be*fapi<< 
litated bp a change iil the attitude of individuals and groups 
of individuals as well us of the State, are quq^ons the 
solution of which depends on economic studies, whose 
results may be relied upon to suggest suitable action. 

The growing population of India must be decently 
boused, fed and clothed und the general level of its limg 
must be raised. The national dividend must increase so 
that a much larger share of wealth may fall to the lot of 
each person, enabling him thereby to live a more happy 
life.* The present condition in this respect, is, by common 
consent, not satisfactory, and the problem can be eSeo. 
tively solved only by a fruitful economic study and an 
earnest endeavour to apply the remedy suggested by it. 
The work of the economist is cut out for him. What is 
required is enthusiasm and ciuiuing. , * < 

“That spirit of self-sacrifice is wanted amongst in¬ 
creasing numbers in this great Empire; it is wanted 
particularly in Econuuucs and the kindred social 
sciences, for truly the problems uf an economic charab- 
,ter awaiting solution arc gigantic. There are certain 
ways, too, in which India maj^ be said to be parti¬ 
cularly .dependent upon the science and the art of 
edtmomicsTor progress in social legislation.’’* 

' We a^e all economists now'; and many peopla 
believe that they know the nature of social ailments and 
their specihes. 

“It is a papular delusion, that, while eoonomio 
Bcienoe itself is a difficult subject, the dUousslon of 
praotioal problems, in which eoonomio forces play an 
important part,can safeljs be undertaken without speoial 
preparatiqp. There is no warrant for this view. The 
study of economic theory is, indeed, difficult: but the 
application of the knowledge, which that study wins, 
to the guidance of prac tical affairs , ie ai^even healver 
*FraLH.StaiikyJnauiEniwi4iuniliidtai-IaMigiinlI.e(tius.. 
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task; for.it naeda, not only a fall undantandlng of 
tha tUboiy, but also jha trained judgment that can 
' balance against one another a large number of quali¬ 
fying conaidarations,” t 

Though the task o£ students of economics is so very 
difficult and responsible, its practical usefulness cannot ba 
over-rated. Prof. Pigou goes on to observe' 

“The complicated analyses, which they endeavour 
to carry through, are instruments for the betterment of 
hiimanlife. The misery and sqnalor that surround us, 
‘the injurious luxury of some wealthy families, the . 
terrible uncertainty over-shadowing many families of 
the poor,-these are evils too plain to be ignored. Whether 
the life of man ends with his physical death, or is des¬ 
tined to pass unscathed through that gateway, the good 
and tha evil that he experiences here are real; and to 
pronqote the one and restrain the other is a compelling 
duty. It is easy, if we will, to make the difficulty of 
the task an excuse for leaving it unattempted. But, 
difficulties, which deter the weak, are a spur and 
stimulus to the strong. To display them, not to con¬ 
ceal them, is the way to win worthy recruits, \either 
by the timidity that waits at a distance, nor by the 
wild rush of undisciplined ardour is the summit of 
great mountains attaired. Pirst we must understand 
our task and prepare for it; and then, in the glow of 
sunrise, by united effort, we shall at las^:, perhajh, 
sohievs." , 

6. Economic Problems:— The task of the econo- 
noist is much more responsible in India than in other 
countries. His conclusions will run counter to the ac¬ 
cepted policy of the State in certain respects and in others 
they will come in conflict with the pre-conceived notions 
of the people. Not only has the Indian economist to 
disentangle complex facts and correctly to interpret 
themi pointing his finger to the right path of progress to 
the State and to the various classes of the community, but 
WmlthMidWtlbn. ' 
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he haa alsA to expose himsetf ^e the, charge ef being an 
impatient idealist, an arm-chair, critic or an unpractical, 
inexperienced and irreverent, radfcnl reformer. ,He> wil} 
have to take into -account Indian ide^a and wb;^s 'of 
thought and action and decide how far they may be 
beneficially retained or suitably modified. Hd 'will also 
have to say tlungs which will prove unpalatable both to 
the Government and to the people as they refer to the, 
policy and measures of the State and the beliefs and social 
customs of the dififerent classes of the population. Neither 
this difficulty ncr the other of analysing complex prob¬ 
lems and suggesting their solutions, ought to deter the 
economic student from his important though perhaps a 
thankless task. 

Difficult problems confront the student at every turn. 
For instance :—Do the peculiar religious beliefs and social 
usages of India preclude the possibility of a speedy pro¬ 
gress in economic uplift of the people ? Is it possible for 
India to stick to her own ideals and make other nations 
accept them ? Should Indian industrial development 
run along Western lines ? Can India be a manu|actur- 
ing country ? Is it practicable and desirable to continue 
t^e old indigenous industries, and can small industries 
compete with foreign manufactures working on a 
large scale? How do social institutions like caste, 
aSeVt the economic progress of the people? What 
change in the political and social institutions of the 
country is needed to promote rapid advancement ? Is the 
existing educational system of the country calculated to 
assist in the improvement ? Is the present land revenue 
system in' need of reform ? How can more taxes be raised 
from the people without prejudicially affecting their' 
standard of living and how may they be spent to their 
undoubted tibnefit ? What should be India’s fiscal policy and 
what should be her relations with the other parts of the 
British Empire and foreign nations ? What should be the 
currency system of Inffia>and how shoGld banking Hi 
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developed is the eottntry ?. What is the condition of agri'- 
cultural and factory labour and how may it be improved 7 
What should be the relations of national, provindal and 
lohal finance ? ^hould the State manage its own rail, 
ways ? 

7. The Role of Economics These and other 
questions of this character assail the Indian economist 
and demand a solution at his hands. And well may be be 
weighed down with a sense of responsibility that rests 
upon his shoulders. Economic inquiry ought not to 'be 
merely an intellectual pastime to him. The influence of 
economic investigation and of the conclusions to which it 
may point, must be brought to bear upon the life of" the 
community and the actions of tiie State. In this lies the 
peculiar importance of the work of the economist. 

“The economic student, if he is worthy of his . 
callicg, will proceed without fear or favour; he will 
be tabooed as a socialist by some, as a minion of 
capital by others, as a dreamer by more. But if he 
preserves his clearness of vision, his openness of mind, 
bis devotion to truth, his sanity of judgment, the 
dpferenoe paid to his views which is even now begin¬ 
ning to be apparent, will be more and more pronounced. 
The influence of economic conditions on economic 
theory has been, let us Hope, abundantly demonstrated; 
but the reciprocal influence of economic jihought on 
actual conditions is in danger of being over-looked... 
Bconomics is therefore both the creaturu and the 
creator. It is the creature of the past; it is the creator 
of the future. Correctly conceived, adequately out¬ 
lined, fearlessly developed, It Is the prop of ethical 
upbuilding, it is the basis of social progress"* 

It is in this spirit tliat Indian economics must be 
conceived and the Indian economist must work. And the 
value of economic studies in India cannot b6 too much 
emphasised under the randitians which exist at present 
in the country, 

* Selignn; Priaei^» oj[£cn»micit 
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8. Snminary: —^The.no-called'natural laws of the 
classical economists, to whom ho^nsver belongs thelionour 
of having laid the foundations of a new science, have now' 
been discredited and their touching faith in the efficiency 
of freedom of competition and in the sufficiency, of the 
spontaneous acts of individuals for the progressive* im¬ 
provement of the human race, has proved to ,be an 
illusion. The experience of the world war in not likely 
to, bring the millennium much nearer and there is every 
probability of nations and groups of nations pursuing a 
separatist policy and evolving their own economic deve¬ 
lopment inespectively of, if not at the cost of, the progress 
of other peoples, This tendency which was steadily grow¬ 
ing before the outbreak of the war of Germany, has 
be, n strengthened by the struggle, though there are also 
forces working in the opposite direction which, it is 
hoped, will exorcise a sufficiently strong counterarting 
Influence. Writers used to refer to the economic cesn- 
petition of foreign nations as an “ invasion " of markets 
and now there is ground to believe, the fixed determina¬ 
tion to conserve and to exploit natural resources in tl)e 
interest of their own peoples, will animate the delibe¬ 
rate policy of Governments. 

The consciousness of a separatl national existence and 
of separate natfpnal interest8,is deep-rooted among peoples 
and there is more conflict than co-operation in the inter¬ 
national relatibns of the world,* It, therefore, sets limits 
to the operations of the Uws of the orthodox economists 
and constitutes an important factor in the evolution of 
national economics, J. T. Peddie observes 

“ The term political economy is an empty phrase ; 
it signifies nothing in mndsm practise, it has outlived 
its usefulne^ unless it be retained for the purpose of 
defining the science of Laissez faire, Laisaez passer, as 
enunciated by John Stuart Mill and the Cobdenite 
school. On t he other hand, National EooivimloB is a 
’ Bee Bit BabindtsMth Tigore'i “ HseionaltiiiD ", j 
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soienoe which oonstitutei ths b&Bis.of nationalltj and 
is de*Bignad>to control ‘all the laws and ngnlationa 
relating to education) chemistry, production, trans¬ 
portation, and banking out of which wealth is created; 
it seeks to make all dead yalues remunerative. ” 

■Each nation is trying to take lessons of the war to 
heart. English statesmen and publicists did not wait for 
the teraiination of the war to ponder over the measures 
of reform ; and problems were discussed, plans laid out 
and operations commenced while the bitter struggle 
dragged its weary length. The need of pursuing the same 
policy is keenly felt in this country and much more 
keenly than elsewhere because the cry of Indian Econo¬ 
mics is an old one. A silent, sodal and economic evolution 
has steadily proceeded in India during the last one 
hundred years. The railways, the post, the telegraph 
and the steamer linked India to other countries, and our 
foreign trade, involving competition with western manu¬ 
factures, has shaken to its foundations the old fabric of our 
economic organization. The working of these and other in¬ 
fluences has necessitated a systematic study of Indian econo- 
i^c conditions and the adoption of measuresto improve it. 

The poverty of the mass of the population and the evils 
which accompany it, (^institute the most urgent problem 
that has got to be faced, and the only way to do it success¬ 
fully is to make a comprehensive and sustained eSdrt to 
diognose the disease and to apply suitable remedies. The 
goal to be reached is thus the attainment of material 
prosperity by the’ Indian nation, and the path to reach it 
is t^t of national economics indicated above. The 
existing methods of the production, circulation and dis¬ 
tribution of wealth must bp adjusted to the changing 
conditions and requirements of the people and the State 
must play an active part in achieving progress. Thig 
requires intelligent and patient investigation and also 
willing and trained workers. 

M f/tUtul fytim •/ Scntmitf, 
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Bakasya. ^ 

9 . ProsresB-—The principle of evolution has be*en 
applied to the study of phenomena of social change, and 
striking results have been obtained. It is now the practice 
with students to trace the stages through which religion, 
literature, political institutions, morals, social customs and 
industrial organization have passed before reaching the 
particular forms we witness in disSrent countries. This 
knowledge of t]ie past and the present is a useful guide to 
the determination of the future, and the statesman and the 
social reformer may derive ample benefit from a study of 
social evolution. History records examples of peoples 
who stagnated and decayed, and we see before our eyes 
nations which ate going forward with rapid strides. Fro. 
gress is a complex phenomenon. It is quite possible that 
in a commnnity there may be visible a strong intellectual 
growth and yet physically, materially and morally it may 
be on a downward grade. Different social and political 
conditions act and react upon one another, and progress is 
the sum4otaI of development* taking place in various 
directions. 



T^e well-beiAg of a peofile is not determined only by 
an increase in the material wealth it produces and has at 
its disposal. Nevertheless, it is a valuable criterion of its 
progress. Steady increase of population, improvement 
of its physique and health, an augmented production of 
wealth resulting from the application of sciencq to in¬ 
dustries, a satisfactory distribution of the nation's income 
among the various classes of which it is composed, a 
bettering of the material condition of the masses and the 
easier accessibility of intellectual and social comforts to 
continually growing numbers in the community—these are 
indications of progress, and every nation must strive to 
attain a higher and higher stage of development, 

10. Wealth and Welfare :—But material wealth is 
only one factor in the welfare of a community and by no 
mean's the most importuut factor. Mau uoes not live by 
bread alone. Materialism which subordinates the internal 
sources of satisfaction to the external, has been condemned 
by most religions, and the pursuit of wealth by individuals 
and the peculiar social organization to which it gives rise, 
afe, often regarded as inconsistent with high moral and 
spiritual ideals. 

“The Christian view of wealth would seem to be that 
wealth is less important for welfare thqn the internal 
sources of satisfaction; an increase of wealth id not 
necessarily an increase of welfare and wealth should 
not be allowed to stand in the way of other kinds of 
welfare; it is not possible for a rich man to enter the 
kingdom of Heaven, but his riches are as great an 
obstacle to entering the kingdom as a camel's load is 
to passing through a postern gate."* 

Those who take this view do not,- of course, contend 
that an increase of material wealth brings ho satisfaction 
or that it adds nothing to welfare. But they are of 
opinion that the pleasure contributed by the increase of 

* “ Emooikr. lor OWCcaoiol Budor” ly Umxf (Soy. 
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wealth i> evanascent and uncer.tain ftnd is therefore in¬ 
ferior to spiritual welfare. 

In all countries and at all times, indiWduhls have 
preached and even practised the simple lilh in which wants 
are reduced to the smallest dimensions, and contentment 
has be;n sought which does not depend upon the possession 
of the goods of this world. Under modern economic orga¬ 
nisation, and according to modern conceptions of welfaie,' 
dtnphasis is usually laid on external sources of satisfa(;tioit 
though material wealth is not unoften regarded as a potent 
means to attain a higher end. There is a marked tendency 
to identify welfare with wealth and the condition of a 
nation, as of an individual, is guaged by the measure of 
money income. It was this conception of wealth which 
brought upon the modern industrial regime and economic 
doctrines the pious wrath of thinkers like Ruskin and 
tendered economic science an object of contempt and 
condemnation because that science was based upon* the 
ptindple of self-interest. 

II. Ethics and Economics. —This antagonism 
between Ethics and Economics is not real. It must be 
berne in mind that the desire to improve one's 
material condition, the ambition to rise to a higher status 
in society and the struggle for the possession of 
worldly goods, are not the peculiar features only of modern 
times and o*f modern civilization. Recent progress of 
humanity has indeed chiefly lain in man's increasing con¬ 
quest over the powers of nature, and their utilization for 
the promotion of man's comfort. As new utilities are being 
discovered, the range of objects calculated to satisfy* 
human wants is extending. More than a hundred years 
ego, Malthus was at a loss to know how the growing 
population of the world would be fed, but bis fears have 
been falsified by the continually increasing stock of the 
aeoeiaaries of life and even ot superfluities thanks to the 
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progrea* of physical science' and improvement in man's 
power oH organizB^on, ,. 

Some people appear to think that the materialism 
of their generation, indicated by the' increasing number 
of wants and the waxing struggle of man to satisfy 
them, betrays the degenerate character of the days on 
which they have fallen, and they cast 'a longing, 
lingering look behind ’ on a golden age which they 
locate somewhere in the past. But they fail to realise 
that if their line of reasoning were rigidly followed, the 
happiest times in the history of mankind would be those 
when man had not yet emerged from the savage state- 
They will have to set up the primitive man as the happiest 
human being whose lot they may envy, inasmuch as he 
had very few wants, and had not much trouble in satisfy¬ 
ing them. 

It ^ay, however, be contended that we are using the 
language of exaggeration in presenting the attitude of 
those who condemn materialism and advocate the reduc¬ 
tion of wants in number and intensity. What they perhaps 
mean is that material wants should be replaced by wants 
of a nobler kind. Plain living and high thinking is a 
motto which we respect and thoroughly approve, and nb 
better ideal can be put before an individualor a community. 
But it is erroneous to suppose that purely economic wants 
have absolutely no moral value. 

“ Eabh new want is an additional bond between 
men, since we cannot, as a rule, eatiefy it without the 
help of our fellows; in this way the feeling of soli¬ 
darity becomes stronger. The man who has no wants, 

' the anchorite, is sufScient to himself; this is just what 
he should not be. As for the working classee, we should 
be glad, and not concerned, that new want^ and de¬ 
sires torment them unceasingly; were it not for this, 
they would have remained in perpetual bondage."* 

- * Cheria Gidi t ikutka Econanw. 
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In fact, no civilization.vould have-, been* poaaiblo If 
our ancestors, whose attitude on' Kfe is sorely misunder¬ 
stood and misrepresented, had rot striven to promote(htdr- 
material welfare and’bad remained content with things as 
they found them. 

13i A Mlaeonception.—Communities have ad¬ 
vanced from one economic stage to another, and at each 
step they have had their own problems to face and battles 
to fight. Conditions in our times are qui e different ftom 
what they were even in the near past. They have grown 
more complex and the difficulties involved in them are 
being overcome. Means of communication have become 
easier, and no people can now live in isolation and re¬ 
main unaffected by a contact with other communities and 
nations. New nations have risen and are expanding, and 
population is everywhere increasing. Peace and democra¬ 
tic government, the advance of the physical sciences, and 
the extention of international commerce, are forcing new 
problems to the front and every community has to adjust 
itself to these changing conditions. Old institutions have 
grown out of date and are found unsuited and old soiu- 
tiqps have lost their applicability. A community will, 
under these circumstances, stand Aill at its peril and the 
bogey of ao-called materialism ought not to frighten us 
while we are engaged in the work of reconstruction and 
readjustmenb. 

“In every age poets and social reformers have tried 
to stimulate the people of their own time to a nobler 
life by euohanting stories of the virtues of the heroes 
of old. But neither the records of history nor the 
contemporary ohservatioa of backward races, when 
carefully q^udied, give any support to the doctrine 
that man is, on the whole, harder and harsher than he 
was, or that he was ever more willing than he is now 
to sacrifice his own happiness for the benjfif'of 6theri~ 
In oases where custom anf law hiqve left him free to 
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' ohooae Ub own oovrse. Among laoes whose intelle(r 
tnal eapacity seems not'to have developed in any other . 

' direction, and who have none of the originating power 
‘of modern buninees men, there will befound many who 
show an evil sagacity in driving a hard bargain in a 
market even with their neighbours. Ko traders are 
more unscrupulous in taking advantage of the ileces- 
sities'of the unfortunate than the corn-dealers and 
'money-lenders of the East.”* , 

‘ 13. No Gonflict.— It is a misconception to supposB 
that man is, on the whole, more dishonest in the midst of 
modern surroundings than he was in th6 past and that the 
modem economic organization lies led to demoralization. 
There is evidence, on the contrary, to believe that ethical 
considerations ore having greater sway over the individual 
and the national mind end that the social and economic 
instituiions of the present day are making man, on the 
whole, a better man.f Had this not been so, our interna¬ 
tional commerce, finance, banking, and concerted action 
for material and moral improvement on ibe part of the 
nations of the world, would have been impossible. These 
developments presuppose and foster greater mutual trust 
and sympathy, and the ethical sense of civilised com¬ 
munities is perceptibly growing stronger every day. 
There is really no antagonism, as we have stated above,' 
between correct economic action and trae economic 
theory. In this connection. Prof. Seligman observes 

“ Sympathy or altruism pushed to an extreme in¬ 
volves the destruction of self and therefore the death 
of society; self-interest or egoism pushed to an extreme 
means the destruction of others and therefore likewise 
the death of society. Social life can endure only 
through a balancing of these two principles, each rein¬ 
forced by the other. Since economics, like ethics, is 
primarily a social science, the true economic action 

* loduftrjr^ 

t Sm Et^uUcu qC laduiUul,Sodttj.'' 
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jnuit In the long run be ■ an' ethioU action. An In- 
dividual may pursue selfish eoonomlo endl, and 
augment hts own wealth at the cost of moral progress;, 
but he is then subordinating public to private con¬ 
siderations. Broadl.v speaking, regarded fromtbe point 
of view of society as a whole, what is economically 
advantageous must in the long run be right; and what 
is correct in ethics must in the end also be profitable 
to the business world. The modem economist, there-* 
‘fore, has become just as mindful of the ethical aspects 
of every economic problem as the modem moralist has 
been forced to recognize the economic side of his 
ethical problem.”* 

Our conclusion, therefore, is that though material 
wealth is not the only source of welfare, it is not to be 
despised, because it too assists largely in elevating manf 
to a higher level. Production upon a more extensive 
scale is placing within the reach of the lower classes the 
means of intellectual happiness which are no longer the 
monopoly of the few favourites of fortune. Apart, again, 
from what the ideal human bejiig should be, man as he 
has been and is to-day, wants mateiial comforts and our 
economic organization must be so designed as to provide 
these in suOScient quantity. , 

" Wealth gives liberty in this sense; it increases 
opportunity giving the possessor more choice in the 
use of his time and fuller means of self-determination 
or self-expression. The effect of an Increase of wealth 
upon welfare may be neutralized by misuse or waste: 
the increase must be balanced against any change for 
the worse in the conditions of production, and allow¬ 
ance made for the indirect effects which an increase 
In one person's wealth m%y have upon other people’s 
welfare. But the increase In opportunity remains; 
there is a potential increase in welfare.”t 
14. India No Exception. —^This discussion of the 
character an d effects of wealth may appear superfluous or 

* Piinciplci of Economic*, 
t Hmi 7 Clop I ** Ecoaomict.*' 
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irrelevant. But in a treatise on Indian Economics, a re- 
fere;ice to thn question' is essential inasmuch as it has 
been discussed in this country from very remote times and 
tvo rival schools of thought have been fighting over it. 
There is,also an amount of misconception pre\alent about 
it in India and outside. It is usual to contrast the materi¬ 
alism o,f the west,* of ‘the land of the mighty dollar', for 
instance, with the spiritualism of India, and this contrast 
is sometimes cherished by Indians as a compliment and 
not often made by outsiders through a feeling of con¬ 
tempt mingled with pity. This difference between the 
two attitudes on life strikes the superficial observer as 
fundamental, and Indian people are not unoften relegated 
to the category of inferior races. But the same judgment 
could have been passed upon the peoples of Europe in the 
Middle Ages and may be passed on some of them even at 
this dfite. 

* In the words of the late Mr. Justice Sanade, India 
has been ruralized and at the present moment, stands 
upon the threshold of the capitalistic and factory regime. 
Because India is poor, the wants of her people are 
limited and agriculture is her main industry, it does 
not follow that she is more spiritual and dreamy than the 
West or that she is of a weaker mould. There is abundant 
evidence to prove that India was rich in the. goods of this 
world as well as in spiritual and cultural wealth; that her 
people desired and enjoyed material pleasures; and that 
arts were cultivated and the physical sciences were deve¬ 
loped in India. The poverty and backwardness of India 
are due to other causes—she has not been able to march 
with the times and her progress was arrested. And this 
does not prove that Indian people are wanting in the 
sense of enjoyment or that they are so mqch taken up 
with the thoughts of the other world that they have no 
appreciation for mere material pleasures. 

-- I I c . . . . * .. .. -- 

• SwMii Vinkmiid«’»,Sp«ch« tfi Wdtlagi. 
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15. Bvldenee of History.— The history of India, 
even of the remote past, is full of evidence ^hich prqves 
that the judgment contested above is the resnlt of igno> 
ranee, and is based upon a superficial obsifivation of the 
existing state of things. The splendid empires ofChundra- 
gupta and Ashoka, of' Samudragupta and Harsha, of the 
Moguls dnd of the Marathas, would liave been impossible, if 
the people of India had scorned the joys of this world and 
had been incapable of material progress. The extensiye 
commerce this country carried on with the outside world,, 
even in the times of the ancient Greeks and the Romans, 
bespeaks the enterprise and industrial activities of the 
Indian people. The cloth, timber, precious stones and 
spices of India were carried to Persia, Egypt and to the 
countries situated on the Mediterranean coast.* The 
large and beautiful buildings, the canals and public {oads 
of the times of Mahomedan rule, the arts and industries 
which distinguished India and attracted to her coasts tHe 
adventurous merchants of the West, do not certainly sup* 
port the idea that the Indian spiritual ideal is such as to 
militate against the prospect of her attaining material 
prosperity.! 

Far from this idea being accepted as a sort of compli¬ 
ment, certain Indian scholars have strongly resented the 
stigma cast upon Indian civilization and Indian character, 
and they have demonstrated from facta recorded in docu¬ 
ments that for several centuries India was in the vanguard 
of material as well as of spiritual development. 

* S«e Fo u' Pftptfi on Coomicra md Statlide," by Mr. D. £. WmSb. 

t Rukio't ciboitMtioD to bii countiyoun to ntiim to tbo gw g oo u j Biot 
Bub Irniwbl idni ■bout fommn waiHh, ii lo miotmiiog comnatoiy ea 
tbeoppoBteviow. Mo layi t-^'Nay, iu sbme forov.j ond yet uodmmt^d^ 
*bour, 1 coa eeen imagioe thot F,ngloTid may coot oil thoogbU ot poiocnlTC 
VMoltli bock to tbo borboric DoUeoa among whan tkoy fint oraoo, and ■ t.iL. . 
thoBondi oZtne Indua andodomoatoZGolcondo may yet atjgca tbo bonomfo 
oC tbo eborger, ond Saob from tbe tuiboo oftbe aloee, Mw ao o moeber, 

may otIaM attain to tbo nrtneoota HaoUaen'ona, and bo ablS to land farth 
ha mao ■9ing->Tb(ao m My IomIl'—O slo Tl^ Um. 
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" Much of the' prevalent notions regarding the 
alleged inferiority of, the Hindu genius in grappling 
fWith the problems of this mundane sphere and the ez- 
traproneness uf the Indian mind to metsphysioal and 
impraptioal speculations, can vanish and be proved to 
be the results of mal-observation and non-observation 
leading to ‘ half truths which are really whole errors' 

—only if wo apply the historic—comparative method 
in studying Indian facts and phenomena, for all In¬ 
dologists should remember that the wonderful 
achievements of the western nations are strictly 
epeaUng only a century old. So that if, while insti¬ 
tuting a comparison between Hindu and Occidental 
cultures on the score of physical ‘sciences’ properly so 
called, applied arts and industries, care were taken to 
eliminate from one's consideration the triumphs and 
discoveries of the last few generations, the Hindu 
scientific intellect would be found to have been in no 
jvay lagging behind”.* 

16. Civilization In India, —The Economic condi¬ 
tion of England and the organization of British industries 
were revolutionised in the beginning of the nineteenth 
century by the use of steam power and the installation of 
machinery, and Great Britain entered upon a career of 
industrial prosperity, '.rhich made it pre-eminent among 
the nations of the world. But before the mechanical in¬ 
ventions of the close of the eighteenth century and the in¬ 
auguration of the factory system in England, the material 
condition of that country and its civilization were by no 
means superior to those of India. For a long time the 
arts and crafts of this country held their own against 
British manufactures though the latter were supported by 
machinery, steam power and a national policy of protec¬ 
tion. Observers in the eighteenth and the early part of 
the nineteenth century, were impressed if much with the 
manufacturing skill and productive capacity as with the 
i^d disposition, simple habits, polished manners and tba^ 
•SHndeo(taiitzhrniiidiu:VU.XVl. ' 
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nligioasnest of the Indian masses and Sir Thomas Munro 
delivered himself with regard to' ,Hindu civilization ai 
follows:— 

“I do not underhand what is meant the civili¬ 
zation of the Hindus; in the higher branches of science, 
in the knowledge of the thoorf and practice of good 
OoveAment, and in education which, by banishing 
prejudice and superstition, opens the minds to receive 
instruction of every kind from every quarter, they are 
much inferior to Europeans. But if a good system of 
agriculture, unrivalled manufacturing skill, a capacity 
to produce whatever can contribute to convenience or 
luxury; schools established in every village for teach¬ 
ing reading, writing and arithmetic; the general prac¬ 
tice of hospitality and charily amongst each other; 
and above all, a treatment of the female sex full of 
confidence, respect and delicacy, are among the signs 
which denote a civilized people, then the Hindus are 
not inferior to the nations of Europe ; and if oivilizit 
tion is to become an article of trade between the two 
countries, I am convinced that this country (England) 
will gain by the import cargo." * 

17. Religion and Material Progress.—It is true 

that Indian philosophy and Indian religions have taught 
that this world is on illusion and fhat the goal of man 
should be total,emancipatlon from the thraldom of egoism. 
The teaching of Christianity too may, however, be shown 
to be essentially of the same kindt and it has not stood in 
the way of the endeavours of Christian nations to attain 
material prosperity. Several precepts of Christianity and 

* Quoted by R. C. Dutt in bis ^bxouoizuc History of British Indio.* 
l^'ChrlAiaulty n • rdigiou is entiiely spiritual, oceufned solely with hesveoe 
^ things; the oouotry of tlie Cbrinianf it not of this world. He does hli du^ 
indeed, but doei h with profound hu^fiereoce to the good or ill ^ 

entes. Provided he hu nothing to reproach bimsdf with, it matters little to him 
whether tlungs go well or ill here on earth. If the State is prosperous, he hardly 
dares thm ip the public happincsi, for fear be may grow proud of his country's 

glory; ifthiStateitlanguiilung,hebluaMthehaDda(God|hidiihard upon 
Biipi^Ie’'—RoiiMBa’i Ti* SocuU Comratt, 
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the conduct of deVopt Christians before the epoch of the 
RenBHsance,and even in later times, bear a striking re> 
seihbl^ce to the docinnes of Hinduism and the ascetic 
tendencies of its followers of which so much is made. 
The Mniana of Buddhism may be regarded even more 
depresding and antagonistic to material pleasures, but it 
did not prevent Buddhistic emperors and their 'subjects 
from rhaking remarkable progress in politics, atts, architec¬ 
ture and industries. The fact is that, though asceticism 
and a subordination of the body to the spirit, have been 
universally held as high ideals, they have rarely influenced 
in that direction the life of the mass of people in any 
country and at any time. The spiritual ideal is highly 
cherished but is seldom translated into action on any large 
scale though it exercises no small influence upon in¬ 
dividual life and social customs. If individuals and nations 
bad bhen dominated by philosophic speculations and noble 
religious ideals, there would have been no wars in Europe. 
This is a statement of facts and not a justification of 
tendencies. 

We are told that the glaring divergence between the 
precepts of religion and the conduct of its followers does 
not prove the futility of the former, but a failure of .the 
latter to understand it find act up to it. Religion has to 
be properly interpreted and adjusted to the position and 
requirements of the people. 

" As a matter of fact, it is not only the question of 
war that raises a difSoulty between the ideals of Jesus 
and the traditional practice of the ohurohes; the pro¬ 
blems of justioe and law, of crime and coercion, of 
marriage and divorce, of industry and thrift, of wealth 
and commerce in all their forms, are raised in the most 
uncompromising way by the Sermon on the Mount, 
which challenges thh whole structure and' practice of 

civilised society..If by “ Christian,” we ate to 

understand a literal interpretation and carrying ont of ‘ 
all the precepts attributed to Jesus, there never haa . 
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been end there le not at present, any Chrlatlan Churoh 
existing on a large scale or influe'noing natienal afCal^; 
still less has there ever been, or is there now, a Chris-, 
tian state.”* ' * 

It is, therefore, misleading to represent the Indian 
people ps formed of a stuff aud cast in a mould different 
from those of ether races and communities, and the con¬ 
trast, based upon the divergence between the existing 
edhditions in India and those which prevail elsewhpre, 
reflects characteristics which are not fundamental and 
permanent hut accidental and evanuscent. 

IS. Spiritual and Material.—In India itself, the 
scope and the character of the spiritual and the material 
have always been correctly understood and the apparent 
conflict between the two has been satisfactorily disposed 
of. The controversies over the teachings of the' Bhag- 
vadgita which have recently assumed an acute foTns in 
Maharashtra, are significant iu this connection and prove 
that the gulf between the ideals of renunciation and 
action, has been bridged. The Hindu Shastras have 
enjoined upon the house-holder the performance of bis 
prpper duties which it would be a sin on his part to neg¬ 
lect, and the home and family life are invested with a 
peculiar sanctity. Explaining the character of wealth, 
Mr. W. H. Moreland says:— 

“It is tlue that in most countries persons will be 
found who do not wish to have such possessions of 
their own, and the number of such persons is probably 
larger in India than in Europe, because of the tendency 
to adopt an ascetic way of life; the sincere Smyaai or 
fakir is distinguished from the rest of us mainly by 
the fact that he does not want to possess things of the 
kind whiclf we have named. But even in India sincere 
ascetics form only a very small proportion of the 
population, and leaving thpm out of account it is 
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ooireot to say that ordlnaiy.people want topoasesB the 
same kindaof thinse, biid among the things they want 
' , are those which we are considering.”* 

The Indian'people are, therefoTei neither better nor 
worse thgn other nations and communities, and their 
peculiar spiritual and metaphysical characteristics are 
such as are found among other people similarly circum¬ 
stanced. 

> 

“The Hindu has no doubt always placed the tian- 
, Bcendental in the foreground of his life's scheme hut 
the Positive Background he has never forgotten or 
ignored. Bather it is in and through the positive, the 
secular, and the material that the transcendental, the 
spiritual, the metaphysical have been allowed to dis¬ 
play themselves in Indian culture history. The Upani~ 
shads, the Vedanta and the Gita were not the work of 
imbeciles and weaklings brought up in an asylum of 
isoapables and a hospital of incurables." t 
1^. East and West —It is said that the complete 
absorption of the individual in the universal soul and 
man’s emancipation from the fetters of the material world, 
is ’the ideal of the Hindu religion. But it is in reality 
the unique merit of the Bhagvad-gita, the GospeV of 
the Hindus, that it hts reconciled the material to the 
spiritual and has spiritualised the material. This fact 
is not generally properly understood, and hence the pre, 
valent misconceptions and exaggerations. A'more ardent 
and faithful exponent of Indian ideals and Indian 
culture than Sir Rabindranath Tagore, it will be difiScolt 
to find, and while in Japan recently, he observed to an 
American interriewer thus;— 

“Ton ask me to ohaTactorise the difference beween 
the Eastern and the Western outlook. Tkat is very 
difficult although the difference is very real. In the 
East we are oonscipus through all individual things of 

* An I gtrodT U tktt to Beonomica/' 
f Thi mawi Bo^ ot 0)fi Hlndna uVol. XVI. 
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the infinity which embraoeethem. 'When I wae in Eng> 
lend I felt there was an inceseaiit'i^eh of just individual 
thinga upon me; it was not a question of noise and, 
busUe and haste oifly,but the whole atmeephere lacked 
the sense of infinity. Upon me it had the effect of 
hampering refiection and meditation. No, I shodld not 
describe the difference as one between spirituality and 
materialism, though that is the way it is ofteff put. 

I have known too many noble and devoted men in* 
England who practise renunciation and eelf-sacrifioe 
and strive for humanity to deny your Western civili¬ 
sation spirituality. No country could stand the shook 
of this war if it lacked spirituality. But it is a 
different kind from ours. It is not penetrated as is 
ours, with the abiding sense of the infinite, 

“ Do I think that Eastern thought, the Eastern 
outlook ran be reconciled with the mechanism of 
Western civilisation ? I think it can and must be. 
In the East we have striven to disregard matter, to 
ignore hunger and thirst, and so escape from .-their 
tyranny and emancipate ourselves. But that is no 
longer possible, at ]ea.st for the whole nation. You in 
the West have chosen to conquer matter, and the task 
of science is to enable all men to have enough to 
satisfy their material w^ants, an(^ by subduing matter 
to achieve freedom for the soul. The East will have 
to follow the same road, and call in science to its aid.” 

20. Indian Ideals.—The physical features of the 
country which a community occupies, exercise a con- 
Ciderable influence on the character which the people 
develop and the civilization which they create. 

“ Man's character has been moulded by his every 
day work, and by the material resources which he 
thereby procures more than by any other Influence, 
unless it he that of his religious ideals; forming 
agencies of the world's history have been the religious 
-and the eeonomio."* , 

— - — I , 

* Vsnhil-. Rcocomlg et Indntiyf, 
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And vliatever depressing, effect dimatic conditions 
and^the lavish bounties of nature may appear to have pro* 
dnc^ upon the Indian races when they are compared 
. with people occupying colder regions, the former do not 
essentia]ly differ from other communities so as to con¬ 
stitute a type, Indian religions and philosophies are held 
responmble for the unprogressive character of the people 
of this country who are supposed to be under the influence 
of in ideal of pessimism and renunciation. This opinion 
U largely held by Indians as well as non-Indians and the 
following typical extracts will illustrate the point we are 
dealing with 

“ The asectic ideal, which holds in contempt this 
world and its interests has exercised for centuries past 
a dominating influence on the Indian mind. It has 
not, it is true, sufficient reality and strength in it to 
permanently wean men away from the world, and it 
proved of little efficacy in diminishing selfishness and 
pettiness. But it nevertheless produced a baneful 
result It took zest out of life. The fashion which it 
qreated of talking disparagingly of mundane affairs, 
operated in no small degree in bringing about our 
political degeneration and industrial decay. Money 
and wealth being objects of incessant attack and ridi¬ 
cule, few high-souled persons or men of genius cared to 
devote their thought or energy to the consideration of 
the material interest of the country and the utilization 
and improvement of its resourcea The downfall of 
our industries, arts and trade, is as much due to this 
cause as to the heavy disabilities and restrictions 
imposed upon them by the economic and fiscal policy 
of England and other countries."* 

" The ethical ideals of the Indians ate adverse to 
industrial development on a large scale in as much as 
they discourage and dissociate industry (except agri- 

'*TIm Hos’bta Mr. MudliaUui^i pieailBitiil iiUKn: Report of the 
bdiitiU Coubmue^iSsB. 
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culture) from culture. It is true thit these Ideals are 
belng'Sttperoeded bf western ideals of material develop* 
meut in India but ther still infludnoe lar^e sections of 
our oommunitr to a great extent and thus the chief’ 
motive impulse which impels people to acquire wealth 
has much less force in India than in the 'West!''t 

".His (the Hindu) virtues as well as his vices are 
characterised by passivity. He is a model of paUence 

and peacefulness.He has far more of the gentler. 

qualities developed by a spiritual and quietical dis¬ 
position but far less of the industrial and militant 
qualities of the European."* 

“ A. keen consciousness of the myriads of years 
with countless changes, has been impressed upon a 
great bulk of Hindu population to an extent of which 
Western people cannot have the least idea. How these 
ideas govern the life of the Indian middle class, is 
something which cannot possibly be conceived by 
other races. Under this psychic condition a man mciy 
ask as to what his duty is. And he will answer to 
himself that his duty is nothing. Whatever may 
happen, the ultimate end of all existing objects, whether 
living or lifeless, is to be reabsorbed in the absolute." t 
With regard to this view of the ideals of passivity, 
pessimism and renunciation of then Hindus and their in* 
fluence on the Indian character, we may repeat that the 
evidence of past history and present experience is entirely 
against it, Aa we have observed already, there is abundant 
evidence to prove that till the use of steam power and 
machinery revolutionised the processes of industry in 
England, India could more than hold her own againat 
western nations in the matter of all the means of material 
prosperity, and Burke described the people of this country 
towards the close of the 18 th century in the following 
words :■** ’ 

* FikmatlikNitli Boh! "AHtitaiyat Hindu ClTiBiation nda Biitbh 

fate." 

f S.''V,Eak>ri "Iiuilwi Kcwnialcfc" 
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“ Tlifs mul^iliide of men does not c( m 

abjeot and JiaibaTous populace, much less _ _ of 
sdTagps like the guaranies and chiguitoes who wander 
’on the waste borders of the river of Amazon or the 
Plate; but a people for ages civilized and cultivatedbj' 
all the arts of polished life while we were yet in the 
woods. There have been (and still the skeleton re- 
maivfi) princes once of great dignity, authority and 
^ opulence. There are to be found the chiefs of tribes 
and nations. There is to be found an ancient, vener^ 
able priesthood, the depository of their laws, learning 
and history, the guides of the people while living and 
their consolation in death; a nobi lity of great antiquity 
and renown, a multitude of cities, not exceeded in 
population and trade by those of the first class in 
Europe; merchants and bankers who have once vied 
in capital with tho Bank of England, whose credit has 
often supported a tottering state and preserved their 
gpvumments in the midst of war and desolation; 
millions of indigenous manufacturers and mechanics, 
millions of the most industrious and not of the least 
intelligent tillers of the earth."* 

. 31, Becondllatlon.—The so-called ascetic ideal 
did not stand in the way of the political, industrial and 
commercial developmqjit which went on for centuries 
under Hindu and Mahomedan emperors and kings. Shivajl, 
a devout Hindu, a disciple of Saint Rafnodas and an 
admirer of Saint Tukaram, laid the foundations of the 
Blaratha kingdom with the assistance of leading men of 
different castes who were all under the spiritual influence 
of the saints and prophets of Maharastra, and Brahmin 
warriors like the first Bajirao under similar influences, 
built up the Maratha empire. The Hindus bad their civil 
and military administration, their wars and treaties, their 
palaces and pleasure gardens, their luxuries and super¬ 
fluities. Pursuit of wealth and glory took the Hindus 
thousands of miles away in^he north and the south, and 

'SpMrii madam istndiidiis the EMt India Bil). 
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thii doei not look like an indication of .the influence of 
the ideal of renunciation. If they, did not start large fac>, 
tories and banks and did not carry on industries om a large' 
scale, none of the western nations also di^it till the dose 
of the eighteenth century, ^at is said of Eii)du ideals 
tcMiay can be said of the ideals of western races 
during (he middle ages and three centuries swxeeding 
them,* and of some European people even to^lay. 

' In attributing the present economic condition of the 
country to depressing KIndu ideals, it must not be forgotten 
that a large portion of the Indian population is non-Hindu 
and is not hampered by those ideals; but the latter has not 
shown greater economic activity- The statement of the 
view we have been discussing, is, therefore, a sweeping 
generalisation and is not warranted by the facts of history 
and the tendendes of the present day- The economic 
condition of to-day and the popular attitude on life, in 
India are only a passing phase, a stage of arrested de¬ 
velopment and of transition from one social economy to 
anoAer. The fact is that no religion can be more tole¬ 
rant, elastic and adaptable than the Hindu religion, and - it 
does not and will not place obstacles in the path of 
material development- &cial institutions like those of 
caste may impe^ progress for a time but they can be and 
have been moiflded to suit changing conditions. 

Theacqnibitivenes8,the impulse which propels indivi¬ 
duals to acquire and accumulate wealth, competition, rest¬ 
lessness, ambition, and other industrial and militant quali¬ 
ties of the people of Europe and America, are a growth of 
tlie last two centuries. Western nations bad to go through 
different stages of economic growth before they attained 
the present p^ase of their evolution. India may have to 
tread the same path to come in a line with other nations, 

and it is wrong to throw the blame of her degeneration 

• * 

^ *H.aifandUis BcoesSdtfiiiMyelEdilie^PHWs*^- 
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npon hn Ttligion Bbd her cidtuie. It ie interesting to 
notice that Iridia’s decay is attributed by the champions of 
■orthodosy to the adoption by people of modem ideas and 
of western modes of thought and of conduct 1 And a 
teriTal of the past is preached as a remedy for the prmrent 
national ills. The true reformer, however, wants a revival 
of the ancient spirit of sacrifice and duty and not - of old 
usages "and institutions. 

Some of the wealthiest and most enterprising Indian 
manufacturers and merchants are people who are little 
tinctured with western civilization. Several of the 
Indian capitalists, mill-owners and traders who have 
adopted western methods of making money, ere even 
renowned for their staunch orthodoxy in religious and 
sodal matters. The Marwaris, the Jains, the Bhatias, the 
Khojas and the Memans who are so remarkable for their 
enterprise and acquisitiveness have had little benefit of 
English education, and in fact, it is notorious that the 
small section of the population who have imbibed western 
culture and are trying to assimilate it, have, with the excep¬ 
tion of the Parsees, practically no share in modern wealtl^ 
production. It is tW the unwestemised, unenlightened 
and uncultured classes, fully under the influence of old 
religious ideas, social customs and prejudices that are in 
the front-rank of commerce, banking and manufactures 
carried on on western lines, quite out of harmony with 
supposed Hindu or Muslim ideals. It is the modem 
m^ods of the production, exchange and distribution 
of wealth that have imposed on the west a peculiar stamp 
of modem civilization, and the rise of large industries and 
the growth of crowded cities in our midst, proves that 
Indians can adopt those methods without doing injury to 
old Hindu ideals. 

This point is clearly brought out by the impression 
the present day Indian carjying on petty trade or industry 
in the Africa and other .colonies, produces on the 
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European mind accustomed etcluuTely to Western ideaa 
and habits. Mr, W. H. Hooker thus writes df him. 

"The Indian is a gentleman whe#n, for many 
reasons, I hold In high esteem, generally speak* 
ing. He is not ashamed of his religion nOTofhis 
buainass or trade, and I believe the honest Indian has 

an equal respect for the honest Englishman.a..As 

far as we, Englishmen, can see, he is British to the < 
backbone, quiet, unassuming in his general bearing, ^ 
hard nut to drive a bargain with, as economical as the 
proverbial sootchman in business; but outside that, 
liberal to a degree in his presents to those with whom 

he has done business.The Indian was a trader, 

and an able one, when we English were dressed in 
woad and wore stone hatchets, and the "hundl” system 
was established long, long before a bill of exchange 
was ever written. It is said that an Indian was the 
first to discover the Yictoria Kyanza."* * , 

32. Splritnallsm.—Is Indian spiritualism then a 
myth ? Are the noble Indian ideals of life, so often 
extolled, only imaginary ? No ! Hindu philosophy does 
teach the subordination of the flesh and the subjugation 
of the passions. Wealth and all other affairs pertaining 
to tliis world are spoken of in termg of depreciation as a 
delusion and a snare, and people are exhorted to emanci¬ 
pate themselvds from the thraldom of the tyrant of 
desire. Abso^ion into the infinite is the goal of human 
existence and it is to be attained by renunciation. This 
teaching of philosophy has not, however, made the Hindus 
monks and anchorites because their practical religion, at 
the same time, enjoins on them certain duties in this 
world peculiar to their station in life and their age. 

The Ved/u bespeak a. vigorous race of Aryans 
occupying the northern parts of the land, and evincing 
a lively desire to possess the goods of this earth and 
a keen enjoyment of worldly pleasures. Jhere was a 

a *''ThiHiadiaipa(&ritiibTnd<”WlliipiciiIisp(^EMl Allies, 
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nution at a later stage of- development among them, 
an(l 'thestlonglove.b£ the active virtues of fighting 
and hunting, chivalrous regard for women and the 
enjoyment of the pleasures of life' generally, gave way 
to a philosophy which regarded life and being itself 
as a pain and calamity, the bustle of the arts of peace and 
war avunrelieved weeping and lamentation.'t But the 
new ideals never fastened themselves on the mass of 
people and remained as ideals for the few, only to'be 
.admired by the many. ‘ Business is business,' is a motto 
as much with the Indian trader as with his western 
brother. It does not mean dishonesty, but it does not 
mean renunciation either. And Hindu law-givers, teachers 
and philosophers, far from turning their backs upon this 
world, regard perpetuation of the race, maintenance of 
the family, and the creation and enjoyment of wealth as 
essential functions which human beings must perform. 
Tfius 

‘We find that Manu has preference for Both 
yata, but he reconciles it with the claims of life, its 
dutiee and lesporuibilities, by assigning different 
periods of life for the fulfilment of those olaims. Els 
Ashrama-Vyavastha or the systematio regulation pi ■ 
duties during different periods of life, makes room for 
the life of a sealons, loving, enjoying, struggling, help¬ 
ing, aspiring house-holder when the een'ses are keen 
and limbs vigorous and for a life of a retired, calm, 
balanoed, oontemplative Banyati, when seiues are 
benumbed and life shorn of much of its novelty and 
oharm.’* 

The DAorma assign even a higher place to 
the life of a house-holder. The Bhagvadgila distinctly 
prefers a life of work and disinterested service to that of 
renunciation. The Divine Song < 

‘Is meant to lift the aspirant from the lower levels 
of renunciation, where objects are renounced, to the 

t Mbrelliiwifa Writlngi d Mr. Raosd). 

• A G|W at tintGlt* Bola^ by Itr. V. II. jMbt 
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loftlar height* where deiliee ate dead, -and where the 
Yogi dwells in calm and oeasel'e^ oontemplaiion while 
hie body and mind are actively employed in disohaiging, 
the duties that fallto his lot in life. That the spiritual 
man need not to be a recluse, that union with the divine 
life may be achieved and maintained in the ihldst of 
worldly affairs, that the obstacles to that union be not 
outside us but within us—such is the central lesson of 
the Bhavad-Q'iga.'t 

Living in the all-pervading presence of the infinite, 
man has to do the duty that corns to his hands, dedicating 
to God every thing he does. 

It will thus be dear why the Hindu ideal of re* 
nunciation has not turned the Indian people into reduses 
and how it has only placed the obligation of duty in this 
life on a higher plane. Hindu philosophy has idealized 
life and the ideal has eserdsed a regulating, restraining 
and guiding influence upon the people. This is the fndian 
spiritualism which has balfled{ western observers and 
thinkers and misled them. In the works of poets like 
Kalidaia* we see the effect of this gospel of disinterested 
duty on the every-day life of the people, and that in¬ 
fluence has been at work throughout the whole history of 
India. The problem before India now is how to adapt 
herself to changing conditions without falling into the 
errors into which the west has nndoubt^Iy fallen. 
While the West has rushed headlong into modern commer¬ 
cialism assisted by the triumphs of physical science, India 

t PnlMto Mn. AsnU Beiiaifi Tmulatton of tbt Blugrad dto. 

f Wba mitem itadeDti fint applied tlLcneelvei to tbo itndy oC T qd iwn 
pUiaiophy and idigiooi, they were itntek hy the strange theortes practin 
oC tbi eonottiy. Soma were perpkrad by then | others eftiidii"»nfd ^ 
lope n tit w ni and a ttn were lott in adsdratioo of Indian spirituaU^ and cultna. 
Mrs. Berant said iif l893 i-J* For India's fsture lies not in political ambltioB > 
India's fntnra Has not in political grcatnea ; India's ptog ra ss Is as a spritnal 
nuian, u the teacher at the worid in ^irinxal tnth. Ban t<^aj iIm stands 
as a witnees against materiaUsei,"-The Bllthet Ke* ^tdla, page 39. 
^'Ragfaawiun/ 
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has stagnated and is suffering from the evils attendant on 
arrested growth. It is-indeed desirable that she should 
assert her old ideal and resume her career of development. 
But there is danger of apathy, bom of stagnation, being 
mistaken'for spiritual calm and of mental depression, 
resulting from national decay, being misunderstood as 
philosc^hic resignation. 

Can India assimilate whatever is good in western 
ci^lization, “ its high individual development, its energetic 
activity, its clean and successful methods and its complete 
system of machinery " without sacrificing the essence of 
her own culture ? To many thinkers t this is India’s 
mission; 

“ It may be the mission of India, clinging fast to 
the philosophic simplicity of her ethical code, to solve 
the problems which have baffled the best minds of the 
vest, to build up a sound economic policy along 
modem soientiflo lines, and at the same time preserve 
the simplicity, the dignity, the ethical and spiritual 
fervour of her people. I can conceive of no loftier 
mission for India than this; impart purity of life to 
Europe and attain to her loftier political ideal; in¬ 
culcate spirituality tp the American mind and imbibe 
the business ways of its merchants.”* 

It is believed and stated that India was great when 
she was spiritually strong. May it not be said that India 
was spiritually strong when she was great 7 And may we 
not hope that India will maintain her spirituality while 
she will grow in material prosperity ? 

33. Test of ReUglon.— Ideas about the purpose 
and function of religion have latterly been undergoing a 
marked change, and it is being insisted that both morality 
and religion must stand the test implied in the question, 

t Sec Sir KeUndnaith Tegoie^e' NetkacUnn 
* Mil Hi^ili the Giakw'e PiwMeatiil AddiMc, ladutriil Cc u lleeae i , 
>M. 
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«do they tend to promote the 'well-being, the good of 
nunkind 7 " And they will be sul^ected to t^is test more 
and more in the days to come. This ;good of mankind 
connotes 

'Afieotion, love, family life, motheThooa,tBiinpinood, 
the happiness of children; rest after fatigue; achieve¬ 
ment after effort; these things being bound up with and 
depending upon mere material things—health \^ioh 
means food and clothing and cleanliness; leisure and 
serenity which mean an ordered life, efficiency, th^ 
capacity to live in society and to do one’s work in the 
world—and you come back to economics, to sociology, 
to the science of human society. The material thing is 
but the expression of still profounder realities which 
cannot be separated therefrom, because with leisure and 
a wider outlook come, finer affection—the laughter of 
children, the grace of women, some assurance that 
maternity shall be a joy instead of a burden—the keener 
feeling for life. Bread is not merely the pulverized seed 
of a plant, it is the bloom on a child's cheek, it is life; 
for it is human food—that is to say, a part of what 
human life represents,’* 

Social service, social reform and social legislatio'n 
whiph are assuming greater importance every day, are 
only a vivid expression of the ideas*we have emphasised 
above and it is jmpossible to overemphasise the value of 
such a movement in a country like India. And there is 
no reason to suppose that Indian religions will fail to 
respond to the demands that will be made upon them or 
that Indian ideas of spiritualism will hamper the material 
development of the country. 

SM. Sammary.—lt is generally believed that India 
is the home of spiritualism which dominates the popular 
outlook on this mundane existence and which is con¬ 
trasted with the materialism of western nations. The 
simple life of the masses, their contentment and even 
’MemlAagdl; Tht Fnadaliouyt InttoMioMl 
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their fatalism are counted as the products of theteachingi 
of Indian philosophy and religions. Visitors from the 
West go to India as they would go to an exhibition of rare 
and antiquated objects—curious to see strange ideals of 
renunciation and pessimism practised by large numbers 
of people. India is thus held up to admiration, and her 
ideals are preached to the materialistic west. 

■ The self'Same ideals of spiritualism and renunciation 
arp regarded by others as primary causes of India's deeay 
and poverty. If people are taught to restrain their 
material wants and to hate wordly pleasures, it is asked, 
how is it possible that the country should make any pro* 
gross f No nation can rise in material prosperity and 
political status if its aspirations are chilled by a depress* 
ing philosophy and its wants are reduced by a rigorous 
religion. The Indian attitude on life is thus an object 
both of commendation and condemnation, and these con- 
fli^ng judgments, passed by Indians themselves as much 
as by non-Indians, are the result of a misconception of 
the whole subject. 

. Indian religions are not peculiar in their teachings 
with regard to material wealth. Christianity preaches 
the same ideals. In^ comes in for praise or blame 
because western nations have develop^ along certain 
lines of economic and political development, and India 
still continues to move in the old groovM. The facts 
that India had her arts, crafts and industries in a pros¬ 
perous condition centuries ago, that mighty empires 
rose and fell in the country, that her thriving commerce 
reached the most distant parts of the world, that her 
wealth attracted traders and conquerors from afar and 
that her kings, princes and nobles liberally patronised 
arts and craits, are eloquent of the material condition of 
her people and their ideals. 

The development of India was, however, arrested in 
he Gonrie a^ she stagnated while oriiar nations advanced 
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ahead of her. The pecniiaritj of Indie v thaf the tpirU 
toalism of her people has been 'Tecond]e(l to material 
advancement. The common man ia expected to perforqi' 
certain duties to himself and to sodetj) and these are en< 
joined by religion. The very renunciation of Indian 
philosophy is not incompatible vith material process in 
os mucU as men are asked to live in this vrorld and enjoy 
its pleasures—only bearing in mind that the enjoyment 
ahpuld not degenerate into selfishness, greed and vice. 
India is in a transitional stage and has to adapt herseli'to 
the changed conditions. She must indeed try to avoid the 
mistakes of the West and to escape the evils vrhich follow 
in the train of western industrialism. It is, however, a 
mistake to suppose that the Indian ideal of renunciation 
has in the past stood in the way of the material progress 
of the people or is likely to be a bar to economic advance* 
meat in the future. 
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25. Importance of Production,—It being 
admitted that the promotion of the welfare of the people 
in Jndia, aa in other conntries, depends upon the wealth 
that is available to|tbem,the main problem which demandi 
consideration is, how may the supply of necessaries and 
comforts be increased and how may the general standard 
of living be raised. Whether ithe income per head of the 
population in India be Rs. 30 or a little more, the poverty 
of the country is an nndisputed fact. We no doubt hear 
of poverty and distress in all western countries and of the 
endeavours which are being made there to ‘cope with the 
evil. But the economic problem in India in this respect it 
iluite different from the one that confronts other nations.* 

“ Poverty in England, or America or Germany is a 
question of the distribution of wealth. In India it is a 

question of its production.SufBoe it to say that if it 

(the Income) has mounted to any considerable degree 
since the Commiasioners in 1880 estimated it at £ 2 
per caput, it is still infinitely below that Sf any of the 
leading nations in Europe, if not aotually the 
* It eiBftot tw Mid of I&dh u it hu hen Mid of England (H. R. Hodgai! 
Bconqinte CoPdMbnK i8iS*i9x4.) that * the put hu beta deretcd to tbt ecea- 
mlrtBB dwMttbttbAfBtu kto Hi man aqael diiMbotione* 
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lowest In the world. As inquii? into the osnsei of 
this poverty inevitably involves‘s dicussion ooncen^< 
Ing the whole eoonomio problem in India for whiolk 
this is not the place."* 

Distribution of wealth in India is not, of course, ideal, 
and there may be room for improvement in it. Wages of 
labour dust certainly be raised and the working classes in 
India are, in fact, becoming conscious of what is due tg 
thejn and of what they are defrauded by their adherenM 
to custom. But in order that the share of the workers of, 
different grades and kinds may be increased, the total 
national income must, in the first place, be considerably 
augmented, and it must keep pace with the steady growth 
of population and the requirements of a higher standard 
of living. By what means this end shall be attained is, 
therefore, the important problem which demands solution. 

“The first consideration is that India is a very 
poor country. The people as a whole want a large 
increase in wealth to satisfy their most urgent wants: 
many of them want more nourishing food, better 
olothes, belter houses, better health, better education, 
to name only a few of these wants: and any system of* 
production that will give a large increase of wealth 
is desirable because it will give a abanoe of satisfying 
■ some of these most urgent wants.”! 

26. Natifral Conditions. —Land, labour and capi¬ 
tal are the three essentials of production, and to make 
them more efficient, is to provide for a larger production 
of wealth. India is u vast country and the geographical, 
geological and climatic conditions vary largely from 
province to province and from district to district. There 
are big rivers in northern and southern India whose waters 
irrigate and fertilise extensive plains and some of them 
are even navigable. The Indus, the Brahmaputra and the 
Ganges and i ts tributaries are fed by the melting snow of 

* Lowdfty: ” The Hiitoir end Economics ot Indinn Funiiki,'' 
t W, H. Monlud; An Introduction fc Economics 
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the Hlmslaya and the enormous rainfall peculiar to it; and 
the plain of Hindustan has been filled with fertile alluTlal, 
soil washed down bf the great rivers. The plains of 
Hindustan and southern India have the advantage of a 
copious supply of water provided by their large rivers and 
of the underground supplies tapped by means of wells ; 
and they contain very dense populations compared with 
other parts of the country. 'The Deccan rivers, like most 
rivers in plateau regions, flow in deep gorges and are 
therefore of little value for either irrigation or communi* 
cation and it will be seen that there is no town of any 
sixe or importance on any of the Deccan rivers.'* 

The soil in certain portions of the. country is extre¬ 
mely fertile while in others it is very poor. Many big 
tracts are entirely subject to the vagaries of the rains, the 
character of the monsoon meaning to them either plenty 
or Mmine,* All degrees of heat and cold are found in 
the country and the soil therefore .produces a variety of 
crops. Gold, coal, petroleum, manganese and iron are 
found in considerable quantities in some provinces and the 
mineral production of the country has been steadily on 
the increase. Nature is thus bountiful in India, and the 
raw materials and food grains the soil produces, are of 
various kinds. India may not be as rich in her mineral 
wealth as some other countries but her possibilities in.this 
respect are not yet definitely known. 

The resources of the country lie almost undiscovered 
and untapped, and though minerals have been exported 
from ancient times, it may be found that after all the 

* Altlungli tlie great heat and laoistiin at the Indian iumiDer albw A Ihi 
growth oC tbimdoot crops of rice sod njUet, the staple foods of the people^ the 
Ornate fs not without its drawbacks. There cao be no dou]t it is an importaat 
falter in caun. g the deaths of the half aillicm aativee who die eadi pear of 
plagoe and fevers; and the periodical f^ure of the wet monsoon, or the coning 
of too much rain at one period followed bj a long drought, has lor 

aDUoni of deat^ throu^ famine in part pears.Thonteat Aeweaifr 
a/ Smfiru 
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luiface of the earth has been barely sriratched'. How the 
rivers of India may, by means of canals, t)e utilized for 
the irrigation of thousands upon thousands of ^cre^has' 
been demonstrated -by the successful iragation schemes 
carried out in the Punjab and elsewhere. And the Tata 
hydro-electric works at Lonawla, show hoV motive 
power,* capable of working a number of factories at a 
distance, may be created by means of water stored in big 
lalies formed in suitable valleys and fed with the rainfdll 
which may be very heavy there. 

The forest produce of India too is varied and rich 
and its economic possibilities are steadily being realised. 
Excellent qualities of timber and fibres, grasses, distilla¬ 
tion products, oil seeds, tan and dyes, gums and resins, 
rubber, bamboos, canes, drugs and spices are found in 
these forests which are now, in British India, under State 
control. Many of these products are calculated to supply 
valuable raw material for industries, and wooa piilp, 
paper, tanning materials, matches, rosin and turpentine 
may be manufactured out of them on a large scale. Vari¬ 
ed climate and soil, hills and rivers, forests and mineral 
deposits, constitute the abundant wealth of India which 
hat earned for her the name ' land of gold.' and Indian 
tea, jute, cotton, sugar-cane, oil-seeds, opium and indigo 
have established their reputation in the whole world. 

As to nfjnerals alone India has had a distinguished 
record. 

“So richly endowed by the bounty of Katnre, India 
from the earliest times of which there is any record 
down to within a few years of the British occupation 
was one of the foiemost mining countries in the world. 
She was able not only to meet from her resouroes her 
own local wants, but also sent to far-off lands some of 
the finest products of her mines. For centuries and up 
till 1727 when Brazil entered the market with its 
cheaper stones obtained &om the mines of Minas 
Oeraes, India alone supplted diamonds to the world- 
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The koh-i^noOT of the Bntish Crown, the OrloS In Qit 
aoeptre of the BuBBian,GzBT, the Fitts diamond among 
the state jewels in France, and seyeral other, in the 
'possession of the prinoes and magnates of Europe, 
are from our mines, China got her silver from us. 
Our irpn was held to be of superior quality and was 
much sought after by the foreign merchants. Ipdian 
steel ^as highly prized for its fine temper and found 
,ready sale in the markets of Persia and Engiand."* 

. 27. Land. —As the most fruitful source of livelihobd 
■or men and cattle, the soil has ever [been regarded with 
reverence in India, and the agricuitural industry occupie* 
I high place in public estimation. In quite a Physiocra* 
tic fashion, the mass of Indian people attribute to the soil 
tlmost exclusive productive capacity, and other industries 
ippear to them as more or less parasitical. This is but 
natural in a social economy in which agriculture predomi* 
latesnand the deep attachment of the people to the soil, 
is tW easily accounted for. About 72 per cent, of the 
Indian population subsists upon agriculture, and with the 
disappearance of the indigenous industries, this percent- 
sgf has been steadily growing. Barely one acre of land 
is available per head of the agricultural population and it 
would not be surprising if the soil felt increasing pi essdre. 
The following figures! are instructive in this connection;— 
Classification of Area. 


(1915-16) 

< 

Acres. 

Area by professional survery ... 

... 619,521,000 

Area under forest. 

... 85,079,000 

Area not available for cultivation 

... 143,930,000 

Cultivable vi’aste. 

... 113,820,000 

Fallow land . 

... 51,731,000 

Net area cropped. 

... 221,778,000 

Irrigated area . 

... 48,898,000 

* Mr. JoihTB Writings and Sp^cbes. 

-f- Agtisobunif StatliUci of ItuUsii i9i5-i6. 
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The proportion of cropped to total area and the 
nmnber of population per 100 acres of cro]^ped area in, 
each province are stated below 




Proportion 

P 9 Pulaiion 



of cropped 

per 100 



to total 

acres 



area 

of cropped 




area. 

Bombay 

52 per cent. 

60 ' 

Delhi 

50 

It It 

233 

Bihar and Orissa 

49 

ft ft 

133 

United Provinces 

49 

ft It 

142 

Bengal 

48 

ft ft 

184 

Punjab 

40 

It tt 

81 

Madras 

38 

ff *1 

121 

G. P. and Berar 

38 

et ft 

57 

North-West Frontier 



• 

Province 

28 

It It 

94 

Manipur 

23 

II If 

92 

Ajmeer-Merwara 

16 

If ti 

177 

Assam 

19 

If If 

114 

Coorg 

14 

II Jf 

127 

Bind 

14 

II ff 

11 

Burma 

13 

t 

If ■! 

74 

If areas cfopped more than once are taken as 

separate areas, for each 

crop, 

the gross 

area cropped 


in 1913-14 amounted to 246,989,000 acres and was distri¬ 
buted among different crops as under 


Acres Per Cent, of total 


Food grains 

191,573,000 

77-7 

Condiments & Spices 

1,288,000 

0-6 

Sugar * 

2,708,000 

11 

Fruits dt Vegetables 

5,721,000 

2-3 

Miscellaneous food crops 

1„116,000 

0-5 

Total food oropsi^ 

Maos,000 

811 
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Oil-seeds 

14,658,000 

60 

, Ribres 

19,895,000 

8-0 

Drugs 

588,000 

O'* 

Dyes and n&rootios 

1,949.000 

0-8 

Fodder crops 
Miscellaneous non-food 

5,910,000 

*•4 

crops 

1,113,000 

0'5 

Total non-food crops 

44,113,000 

17'9 


To lelieve the steadily increasing pressure of the 
population upon the soil, not much cultivable area is now 
available, though what is called cultivable waste, may to 
a certain extent, be brought under the plough. Reliance 
must, therefore, be mainly placed upon intensive farming. 

“ Subtracting the land thus utilised for supplying 
foreign markets from the total area under cultivation, 
we^shall find that what is left over does not represent 
inore than two-thirds of an acre per head of the total 
Indian population. India, therefore, feeds and to some 
extent clothes its population from what two-thirds of 
an acre per head can produce. There is probably no 
'country in the world where the land is required to do 
so much.”* 

The fact of the sieceut increase of the population 
dependent upon agriculture, is of great economic signifi¬ 
cance'. It is an indication of the decadence of the old 
handictafts and the growing dependence of the mass cl 
the people upon agriculture. By some this development 
is explained as the result of the more remunerative charac¬ 
ter of farming, particularly the cultivation of the commer- 
dal crops which command high prices in the outside 
markets. 

“ On the whole, though no great nllanoe oan be 
placed on the classification of the population by occu¬ 
pation in the census returns, there is no doubt that the 
number of agriculturists has increased more In pro- 

• PsarlwiadcPtglihaicI Iiidl»a|ir Sh T. W. UMmmm. 
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portion than either the total population or the total 
number of labourers. The increase in the number of 
agriculturists may bo taken as indicating that the 
profits of agriculture wore such as to attsaot workers 
from other occupations to agrioulture."t 

This does not appear to us a correct explanalidn, and 
it can be proved that artisans and craftsmen who formerly 
could make a living by their traditional calling, have 
beep driven to the soil by the decay of their ancestral 
industries, caused by the competition of foreign man'h'- 
factures.t 

It cannot be denied that the high prices of agricul¬ 
tural produce such as cotton, wheat, jute and oil-seeds 
mean a larger margin of profit to the cultivator, and in 
certain parts of the country, the agricultural population 
has benefited by the foreign demand. Higher rents are 
also being paid by cultivators to their land-lords. It must 
be remembered, however, that Indian agriculturists rife 
not like farmers in the West. Lack of knowledge, co¬ 
operation, enterprise and means prevents the cultivators 
from reaping the full benefit of high prices and mobility 
is conspicuous by its absence among them. Non-agricui; 
turists will not take to land unless they are forced to do 
so by the grim prospect of starvatiAi though they may 
combine farming with their proper occupation. They 
will usually stick to their precarious traditional calling 
rather than enter a more promising field of labour. The 
suggestion, that the agricultural population has increased 
on account of the superior attractions of the agricultural 
industry and the prospect of higher profit, is, therefore, 
unwarranted. There are indeed a few well-to-do people, 
professional men, pensioners and others who invest their 
savings in land on account of the peculiar security it 
affords. But agriculture is rarely remunerative in their 
hands and their numbers as well as those of artisans and 

t K. L. Dttta’i Report oo High Priceii 
i See Copter on prodocUea and PopulatkBi 
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othpra who purchase lands with the object of cairring on 
farming, must be extremely small. 

98. Pre.nsiire on the Land.—The latest census 
report, in the chapter on occupations, throws much useful 
light on this subject. We there read :— 

“ On the one hand, the rise in the price o? food 
grains has made agriculture more profitable, while, on 
the other, the profits of the various artisan classes 
have been diminished, owing to the growing competl* 
tion of machine-made goods, both locally manufacture 
ed and imported, with the result that these classes 
show a growing Lendency to abandon their traditional 
occupations.” 

And further:— 

" The local oobler on the other hand, having to 
pay more for his raw material and feeling the inoreas* 
mg odmpetition of machine-made goods, has been 
tempted to abandon his hereditary craft for some other 
means of livelihood, such as agriculture or work in 
factories of various kinds.” 

Those artisans with whom agriculture was a snb> 
sidiary calling, are being compelled to throw up their 
proper crafts and to take to the overcrowded occupation 
of farming. The Census Report observes 

“ The subsidiary table shows that many village 
artisans are also partly dependent on agriculture. This 
supports the statement made elsewhere that there is 
at present a tendency fur these persons to abandon 
their hereditary occupations in favour of farming.”* 

Though there are certain areas in the country which 
may be developed, the scope for extensive fanning is now 
extremely limited. The land in most parts of India has 
been under cultivation for centuries and persistent and 
peaceful cultivation under British rule is indubitably sub* 

* Sm the 'Author'i uticle on this nbject in the Uftm & 0 atmt 
/auntal Iw Fcbniuy, iSri. 
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ject to the law of diminishing returns.' The operation of 
this law can only be arrested by. improve^ methods of 
farming and the application of more capital to the. land. • 
29. Fertility of Soil.—It is a comnysn belief amodg 
Indian cultivators that the soil is not as fertile to-day as 
it was in the past. This iiolioii can not bo disposed of as 
being a.mere prejudice and be put down to the natural 
human disposition to disparage the present and exalt the 
inevocable past. Increasing population and unbroken 
pMce have allowed laud no rest, and the fertility ezhaast- 
ed by continued cultivation has not been restored to the 
soil by the use of rich manures. 

‘ With the increase in the acreage of cultivation, 
especially of less fertile soils, the average outturn is 
bound to decrease, but to establish a deterioration it 
must be shown that the land which was under cultiva¬ 
tion in former times now yelds less than it did before’, 
and official reports on this point would seem to ipad 
to the conclusion that the theory of deterioration 

‘has been frequently exaggerated though it is not 
denied that in several areas the cultivation of land 
must have become less efficient than before.' • 

What are called the natural and original powers of 
the' soil vary from one part of the (ountry to another and 
determine the character of the crops raised there and also 
the standard of living of the cultivators. The cultivator 
in the Konkan, for instance, can, with difficulty, eke out 
a bare subsistence while his brother in Khandesh oi 
Satara gets rich and bumper crops out of his rich soil. 
The farmer cannot, however, depend upon the natural 
properties of the soil to provide a perennial and uniform 
source of income even where nature is bountiful as those 
powers must be steadily exhausted unless they are re* 
planished from time to time. It is difficult to distinguish 
between what man owes to nature and what he himself 
contributes to the fertility of the soil by his own exertions, 
putting in of manures, rotation of crops alid so forth. 
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Where land is Bhandant, as in a newly settled colony, ex¬ 
tensive cultivation is the rule, but in old countries, the 
demands of growing population have to be met by resort* 
ing to methodspof intensive cultivation. Rapid and cheap 
means of transport have, no doubt, brought the old world 
into closer touch with the new and the food problem of 
the former has been, to a large extent, solved. But India 
cannot afford the means to buy her food from outside and 
the urgency of intensive cultivation is, in her case, .ex- 
, tremely great. 

The demand for the agricultural products of this 
country in the world’s markets, is bound to increase 
steadily and there will be a scramble for the possession of 
Indian-grown raw materials among foreign nations. 
Owing to foreign demand, the prices of our raw products 
are growing higher, and they will constitute an immense¬ 
ly^ valuable source of wealth for the country. The pro¬ 
ductive capacity of the soil must, however, be increased 
if any substantial benefit is to be reaped by the people 
in the face of increasing population and of rising prices 
all round- This would require more capital, better 
methods of farming, improved implements and the s}rs- 
tematic organization of the agricultural industry. 

30. Value of Land.— So far we have confined 
overselves only to the natural properties 'and advantages 
of the soil and to the varying degrees, of value they 
confer on land. Changes in social conditions, improve¬ 
ments in the means of transportation, creation and ex¬ 
pansion of markets also exercise similar influence and 
land which is comparatively unimportant to-day will be 
extremely valuable to-morrow. 1-ands which were on 
the margin of production a few years ago, fetch high 
tents to^y on account of remunerative crbps like cotton 
groundnuts, and sugarcane, being grown in them. 

Lands tfluch are brought in contact with new inter¬ 
nal or extetnal matketi by railways become immediately 
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more lemimeratiTe and this phenomenon is psTticularly 
noticeable in the case of lands iir the vicinity of towns. 
Intensive fanning becomes possible in these cases and ^hp 
saving made in the cost of transportatioD and the high 
prices obtained for the products of suburban farms confer 
higher values upon lands. Social causes do for these lands 
what natural gifts do for others, 

When we consider the changes in the values of urban 
and suburban lands used and capable of being used as 
building sites, the phenomenon is more interesting still. 
The growing population, and the expanding trade and 
industries of towns lead to an increasing demand 
for lands and their values have been steadily going 
up. Ground rents are consequently rising at a rapid 
rate in all towns and in centres of industry and 
trade. The housing problem is, therefore, becoming 
every day more difficult md demands serious considera¬ 
tion at the hands of municipalities and the State. 
Lands fetch fabulous prices in Bombay and even in 
Poona, plots which could barely yield Rs. 12 per acre 
fifteen years ago, are being let to-day at Rs. 200 an acre. 
Exercise of foresight has, therefore, become necessary in 
the’development of urban and subu^an areas and town- 
planning schemes are being undertaken in several places. 

e 

31. Minerals.—We have already stated that the 
possibilities of* the development of mineral production in 
India are considerable. 

“ The feature that stands out most prominently in 
a survey of the mineral resources of India is the fact 
that while striking progress has been made in recent 
years in opening out deposits from which products are 
obtained suitable for export or for consumption in the 
country by what may be called direct processes, very 
little has hitherto been done to develop those minerals 
that are associated with the more complicated metal¬ 
lurgical and (diamioal industries. .The .explanation 
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is to be found, to a great extent, in the importance jof 
bye-produjits in modern metallurgical and chemical 
tisTolopments."* 

It is, thertforci maintained that 

A country like India must be content to pay 
the tax of imports until Industries arise demanding a 
sufBdent number'bf chemical products to complete an 
economic cycle, and India does, in fact, import at pre¬ 
sent large quantities of metals and mineral products 
while possessing in many cases the mineral resources 
required to supply the demands in question. There is 
thus great scope for the development of mineral indus¬ 
tries for supplying the internal requirements of the 
country, quite apart from any markets that might be 
found abroad.”* 

What progress has been made during the last fifteen 
years in the growth of mineral production, may be seen 
ff'om the following comparative figures:— 



Quantities. 

! 

1 

Value. 

L 


1901 

1916 

1901 

1916 


• 


£ ’ 

£ 

Coal (tons) 

6,635,72712,254,309 

1,323,372 

3,878,564 

Gold (ounces) 

532,303! 

598,370 

1,931,030 

2,303,023 

Petroleum 
(thousands of 
gallons) 

50,075: 

1 1 

297,189 

1 

1 

204,342 

1,119,405 

Manganese ore 
(tons) 
Salt (tons) 
Saltpetre (tons) 

157,7361 

1 645,204 

215,934 

1,487,026 

1,102,039! 

I 1,488,649 

' 374,133 

728,358 

15,555' 

25,056 

; 191,904 

607,488 

Tungsten ore 
(tons ) 

... 

3,761 

466,604 

Iron ore (tons). 

49,798 

411,757 

7,932 

37,911 


* DieaiH^ Monl Md Mitcriil Progreti Report See alao Sir T. Holliad*i 
SicNfii qfiie Rmarut 
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32. eonservatlon of Mineral Wealth.— With 
every crop taken out of the soil,'we steadily exhaust jti 
productive capacity, and it is by means of manures that 
the fertility is restored to it. But in the Case of the ex. 
traction of minerals, such restoratives are not available. 
An increased supply can be obtained only bygoingdeeper 
into the mines, and though the operation of the law of 
diminishing returns may be checked by improvements, ^ 
time comes when the cost becomes prohibitive and the 
supply of minerals is exhausted. The prospect of the 
exhaustion of the English Coal Fields, has led some peo¬ 
ple to advocate the taking of measures to conserve the 
supply, though the comforting assurance is given by some 
that by the time the prophesy is fulfilled a century or two 
hence, a cheap substitute for coal will already have been 
found. 

That fate of the stock of subterranean wealth ttuses 
similar apprehensions in India and the problem is further 
complicated here by the fact that the people of this 
country have little share in the wealth extracted. The 
minerals- once taken out, cannot be restored and as the 
mines are at present exploited, in the absence of indigen¬ 
ous enterprise, the mineral wealth does not remain in the 

country; nor does the country get an equivalent for it. 

• 

“ In view of the fact that minerals cannot be 
replaced or rd^plenisbed, a spcial, heavy responsibility 
lies upon both the people and the Government. The 
desire to stimulate production cannot justify the com¬ 
plete handing over of mines to persons who have no 
permanent interest in the laud. On the one hand, out 
people ought to realise that in the interests of the 
country Itself our minerals have to be worked. Ko 
serious harnl certainly can result from postponing for 
even a quarter of a century the extraction of precious 
metals like gold and precious stones like ruhies or 
diamonds. On the other hand, as trustees of the per- 
.manent welfare of the Indiah people .the Government 
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sbould reoogniBe the eeiious in}ui 7 that would be 
caused to those Interests from exploitation by outsiders 
^ ^ho have no permanent stake in the country,”* 

33. Snnhnaiy.— Though not quite lavish, Nature 
is euflSciently bountiful towards India. We have a variety 
of soils which produce raw materials of the greatest value 
to man po that if India were to be cut off from the outside 
world, the country could be self-supporting,. Some of the 
products of the Indian soil like jute, cotton, tea, coSee 
.indigo, sugarcane, oil seeds, rice, and so forth, are of great, 
economic value and India produces her own food supply. 
The mineral possibilities of the country are believed to 
be great and large industries are capable of being built 
up in connection with them. 

The Indian forests abound in a variety of timbers 
and passes and if they are properly conserved, they may 
eoflsQtute a rich source of wealth. But the soil must 
continue to bo the mainstay of the bulk of the population 
and the limits of extensive cultivation liave long been 
reached. A larger amount of food supply must be got 
out of the soil if it is decently to support the growing 
population. Among the conclusions Mr. Wattal t l>as 
derived from his elabdrate study of census and agricultural 
statistics, are the followingThat though there are 
sparsely populated areas they are not so because they are 
awaiting development but because the character of the 
soil is inhospitable and there is no further room for the 
development of cultivation; that in all the old Provinces 
the pressure of population on cultivation is fairly intense j 
that the average per unit of the agriculturist population 
hardly exceeds an acre and a quarter and shows a tendency 
to fall j that a development of the moans of subsistence 
in the circumstances of the country can only mean a 

•.Preudeitid Aldreu by the Hoo'ble Mr. Mudhslker >t the Mediei Isduii 
toitl Coaisrenee,^$o8. 

t Tbs Popnl*tioa ProUem in Indiii 
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development of irrigation, but irrigation no very 
bright future before it, and that the agriculturist popilla* ' 
tion is increasing at the expense of the, industrial an^ 
trading populations. 

This picture may appear to be overdrawn but some 
of its touches are true to nature. The utilization of the 
water of rivers which goes to waste, the use of ric^ 
manures and the adoption of better methods, may, of 
course, counteract, to a certain extent, the growing pre8-_ 
sure on land but there are enormous difficulties in the 
way, and other remedies must also be devised. The 
courses of rivers may be regulated and the water supply 
may be improved. But there are natural forces which 
appear to be beyond human control and the prospects for 
the large agricultural population at the mercy of the 
monsoons and dealing with not a very productive ^soil, 
cannot be very reassuring, unless organized and compre¬ 
hensive effort is made to develop the resources of the 
country. The situation appears gloomy as things stand; 
but there are abundant possibilities and the prospect may 
be improved if the opportunities are properly utilised. 
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Ifanhall: i^eonoiiUMo/IiidiM^sEBrlDeanHowardsiSawirtlii- 
6M^nlPTO{tr«uoSOgma%y\Aft9r’WnT Pfoblm$i Edited by W. H. 
Daweon; Theodore Moriion: Ee(momie 2VaiuMoii in India; W. H* 
Moreland: An Inirodtuiion to Economies: Jamea Maokeana: 
eattvre ia Iiub'a; Dr. H. H. Mann: Land and Labour in a’lDeeean 
VUlage't Ohatterton:,A 0 Weuttur«i aad Inditflnai ProbUmain India: 
B. 0. Datt: lacb'a tn the Victorian Age ; General Report of the Cenene 
0 /JiidM|/01J;Lieut.Gobnel£.H. deV. Atkinson and Mr. Dawson: 
Report on Inquiry regarding the Employment of Teohnieally Trained 
Indiant ; Evidence recorded by the Holland Commieeion on Indian 
Induetriee ; Aiporte of the Indian Industrial Conference; V. G. Ealae 
Indifin*Indu8trial and Economic Pr^lema, 

34. Valoe ol Labour.— Rivera, lakes, mineral de¬ 
pouts, forests and fertile soil are the spontaneous gifts 
Nature offers to man, but that kind mother yields her 
bUssings only at labour's call. The water of lakes and 
rivers must be conveyed to fields thirsting for mois¬ 
ture, the minerals must be extracted from the earth, trees 
in the forests must be felled and removed and the soil 
must be ploughed and cultivated. In his migrations man 
has tried to occupy the &irest parts of the .earth, but has 
not always succeeded, and he has had to struggle with the 
obstacles placed in his path by Nature. Many economic 
stages had also to intervene before he rose to the present 
state of industrial organiution. If we leave aside the wild 
tribes of Gonds, Bhills and the like that are still found in 
India, not far removed from the primitive condition in 
which man subsists by hunting and pastuib, we find that 
the bulk of the population has, for centuries, been pro¬ 
secuting agrieultn;^ and other industries with patience 
and peneverance., 
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Nfttun does not smile on all parts of the country 
alike. She frowns upon man in seireral phRes and there 
she has been coaxed into yielding her gifts. In many 
tracts of the country, the people havtf had to strug* 
gle very hard to eke out a living and with great 
difficulty the land has been made capable of support¬ 
ing human life. The intensity of this struggle with 
nature has moulded the character of the people in diSe;- 
ent parts of the country in different ways. While, there¬ 
fore, some have become most courageous, enterprising 
and tough, others have learnt to take life easily. On 
the whole, however, the value of labour in the production 
of the necessaries of life has been universally appredated 
and the old arts and industries of India testify to this 
fact. The Indian farmer end craftsman is well-known 
for his partience and skill, and though labour in this 
country has been confined to distinctive groove;, the 
essential conditions of productivity are indiBputably;'pre- 
sent in it. 


35. The Labour Factor.— The first requisite of 
production is land and the forces of nature. The second 
essential of wealth-creation is labour which is defined, as 
it is usually understood, as musculih energy directed by 
intelligence. In economics the word is applied to every 
effort made by men in contributing directly or indirectly 
to production and refers alike to the human energy spent 
by a common workman in the field or factory and to that 
of the Viceory and the Commander-in-cbief of India, Ordi¬ 
narily, however, labour means the manual and intellectual 
energy brought to bear upon the work of production by 
all those who directly participate in wealth-creaiion. The 
value of land as a factor of production may be partly the 
result of the labour bestowed upon it; and implements and 
machinery required for wealth-production are also the 
product of human labour. Yet the natural powers 'of the 
earth and the atmosphere .and the, pre-existing wealth 



IHSIAH IknSOlQCS. 


<0. 

which iiutod by'the producer, are both egaentials of 
production u(hich can be diatinguiahed with sufficient dear- 
nebs, from labour. 

To satisfyhis wants man has always used his physical 
and intellectual energies and as in the case of land, so in 
that of labour, the quantity of wealth produced will be 
conditioned by the efficiency of the factor of production. 
If more utilities are created in the same amount of time 
or the same utility is produced in a less amount of time, 
tlmt is a distinct gain to the individual and to the com. 
munity. The efficiency of workers and their condition, 
therefore, play an important part in determining the 
national dividend and the welfare of society. 

As the essence of wealth'Creation lies in the surplus 
of pleasure over the pain of labour or sacrifice, the smaller 
the amount of the cost, the higher will be the gain. But 
smallness of the remuneration paid to labour does not 
often denote a large surplus because the contribution of 
that labour to production may not be sufficiently high. 
Low wages may some times prove more costly than high 
wages. 

“ In the Philippines the contraoios find it in the 
end cheaper to hire the Chinamen in preference to 
the natives, although the former command large 
wages; in the southern cotton factories the white 
labourer is found more advantageous than the negro 
factory hand, who can be hired at a materially lower 
wage. Furthermore, in the same industry and with 
the same workman neither an increase of wages nor 
curtailment of labour time necessarily augments cost. 
Where a reduction of hours or an increase of wages 
succeeds in enhancing energy, care and sobriety, the 
output may be greater than before."* 

36. eheapness and BRlcIeney.— Indian labour 
is said to be cheap but at the same time comparatively 

* Selipnui: Principle! of Beonomjes. 




-61 


VALUB of LlBOUB. 

yery inefficient. The cheapness is both the effect and the 
cause of India’s poverty; and even if the Indian laboiver 
is not getting his due share it cannot be sufficiently large 
BO long as the total product is small. In pofht of efficiency, 
the Indian workman is compared with his western brother 
to his great disadvantage, and it is stated that an English 
labourer is six times as efficient as the Indian labourer. 
Apart from climatic and other factors which go to make 
labour inefficient, the Indian workman suffers from a lapk 
of education and training. When these latter are available,, 
the efficiency of Indian labour will not be lower than that 
of workers in other countries. Comparisons such as the 
one stated above, are sure to be unfair to the Indian 
labourer who is the victim of the conditions that surround 
him and is not inherently incapable. 

Complaints are not unoften heard from employers 
about inefficiency of labour accompanied by a rise ^n 
wages. The causes of recent increased wages have, how¬ 
ever, little to do with an improvement in the conditions 
of work on the field or in the factory. Given proper 
training, congenial surroundings and healthy conditions 
of work, the efficiency of Indian labour is bound to be 
high. Wo cannot do better than here the testimony 
of Sir Thomas Holland. Speaking at Madras recently 
he observed;—• 

“ One thing that I am quite satisfied with already 
is that in India we have means of obtaining all the 
expert labour that is necessary. Any one who has 
visited the Tata Iron and Steel Works will come away 
thoroughly convinced with the conclusion that with 
Indian labour you can tackle any industry far which 
the country is suitable. I have seen labourers at 
Sakchi who^nly a few years ago. were in the jungles 
of the Santals without any education. They are handl¬ 
ing now red hot steel bars, turning out rails, wheels, 
angles of iron as efficiently as you can get at done by 
any English labourer. You.cannot )iave a better test 
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of ihe qualli 7 of Isbonr and yon oannot be prepared 
, for more tatlefootory reenlts. When your labour la 
organized and properly educated and properly fed 
there la not the dlghtest doubt that you will get 
reeults that will suit all raw materials available in the 
oonhtry. The whole queetion is largely of the methods 
we should adopt for getting information regarding our 
own materials and training people to suit the needs of 
industrial development" 

The proverb that ‘ a bad workman quarrels with his 
tools 'i may be fitly applied to the employers in India 
who find labour scarce, dear and inefficient. They do not 
know how to procure and train labour and how to make 
it efficient.* 

37. Different desses of Inbonr,— Before the 
advent of machinery and steam power in this country, 
Indian labour was known to be thoroughly skilled and 
effidedt. The artistic work of India was famous through¬ 
out the world, and the efficiency of Indian weavers, metal 
workers and carvers, was undoubted. Though the fine 
products of Indian labour are being fast displaced by 
machine-made goods imported from abroad, we still get 
them in sufficient quantity and variety to testify to the 
high level of efficieiiby reached in India. It is a well- 
known fact that in the first quarter of the last century, 
the products of Indian looms competed successfully with 
the piece goods turned out in English factories till at last 
they were driven out of the field by the selfish and short¬ 
sighted policy of the East India Company. 

Owing to the decadence of the old indigenous indus¬ 
tries and the inability of the people to start new ones to 

* “I am of opinion that tmleii tb« mentality of the workmen !i Improved by 
primarycdocatiMiaoietoeQnblehlmto'teke an intelUgenkintereit in tdiwork 
there can be DO narked improremeDt fadtUl, md,*agaiDiffilenhe iiwellpaidi 
ewnfoirtebly houaed and provided with inooeent amuimDeDt and leereattoo, there 
irill be no luSieient inducement for him to give ateady attendance which b one 
of the cequiritft tor maintaining tha acquM akill |at a high level ” Speesh of 
Mr* Sakalatwali^ Chafapiani Boaheg MiUowsen’ Anocwtloni i9i7« 
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tnlt« their plecei egricnlture haa become the mainstay of 
the popniation and the bulk of our workers are connected 
with that indnstry. ‘ 

" In Bngland aooordlng to the returns* for 1901, of 
every hundred aotul workers, 58 are engaged in indus¬ 
trial pursuits, U in domestic service, 13 in trade and 
cnly 8 in agriculture; whereas in India 71 per cent 
are engaged in pasture and agriculture and only 99 
per cent in all other occupations combined. The pre¬ 
paration and supply of material substances afferd' 
means of livelihood to 19 per cent of population 
( actual werkers ) of whom 19 per cent are employed 
in industries, 9 in transport and 5 in trade. The 
extraction of minerals supports only 9 persons per 
mille; the civil and military services support 14, the 
professions and liberal arts 15, and domestic service 
18, persons per mille, ” t 

The following tables will show in detail, how the 
population is distributed among the different occupa¬ 
tions;— 

Occupations of the Indian people. 

A India ... 313470,014 

Production of Baw Uaterials ... 997,030,099 

I Bxploitation of the surface of the 

‘earth. 996,550483 

Pasture and agriculture . 994,695,900 

(a) Ordinary cultivation. 916,787437 

(5) Qiowing of special products and 

market gardening . 9,019,503 

(c) Forestry. 679,003 

(</) Baising of farm stock. 5,176,104 

(«] Baising of small animals ... 48,063 

FUklng and hunting . 1,854,583 

II Bxtraotion of Hlnerals . 590,609 

nines ... 

t Oaas Ufmt, iSii, 


375,997 
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Quarries of hard rooks . 

75,424 

Salt etc. 

78,258 

B ■ Preparation and supply of Material 


Substances . 

58,191,121 

in Industry . 

35,323,041 

Textiles . 

Hides, skins and hard materials 

8,306,501 

from the animal kingdom 

698,741 

Wood. 

3,799,892 

Metals. 

1,861,456 

Ceramics . 

2,240,210 

Chemical products properly so called 

and analogous . 

1,241,587 

Pood industries . 

3,711,675 

Industries of tress and toilet 

750,609 

Furniture industries. 

39,268 

Building industries. 

2,062,493 

Construction of means for transport 

66,056 

Production and transmission of Phy¬ 

sical forces (heat, light, electricity. 

motive potver eta ) . 

Industries of luxury and those per¬ 

14,384 

taining to literature and to arts 
and sciences . 

2,141,665 

Indnstries concerned with refuse 


matter. 

1,388,515 

IV Transport . ‘ ... 

5,028,900 

Transport by water ... 

982,766 

Transport by road . 

2,781,938 

Transport by rail . 

Post office, telegraph and telephone 

1,062,493 

services . 

201,781 

V Trade . 

,17,839,102 

Banks, establishments of credit, 


change and insurance .. 

. 1,220,187 

Brokerage, commission and export.. 

. 240,856 

Trade in textiles .. 

, 1,277,469 

Tnde in skins, leather and furs ... 

296,712 

Tmda In yood , . 

2U,8> 
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Trade in metals .' 59,761 

Trade In pottery .^ 101,986 

Trade in chemical products. 171,92> 

Hotels, cafes, restaurants etc. ... 719,052 

Other trades in foad>stuffa ... *... 9,478,868 

Trade in clothing and toilet articles 30^,701 

Trade in furniture . ... 173,413 

Trade in building materials. 84,613 

Trade in means of transport— ... 239,396 

Trade in fuel . 524,962 

Trade in articles of luxury and those 
pertaining to letters and arts and 

the sciences. 522,130 

Trade in refuse matter . 3,695 

Trade of other sorts - - 2,192,534 

C Public Administrations and Liberal 

Arts .10,912,123 

VI Public force — 2,398,586 

Army . 665,27^ 

Navy . 4,640 

Police . 1,728,668 

VII Public Administration . 2,648,005 

VIII Professions and liberal arts. 5,325,357 

Bcligion. ,. 2,769,489 

Law . 303,408 

Medioine. 626,900 

Instruction — 674,393 

Lettdts and arts and soienoes ... 951,167 

IX Persons living principally on their 

income . 540,175 

D Miscellaneous. 17,286,679 

X Domestic service ... ' 4,599,080 

XI Insufficiently described occupations 0,236,210 

XII Unproductive . 3,451,381 

Inmates of jails, asylums and hos¬ 
pitals. 132,600 

Beggars, vagrants, and prostitates... 3,311,771 

• • 
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n 

Ko. per 10,000 

Ooonpation, of total 


population. 

Landlords and tenants 

5,60S 

Agricultural labourers . 

1,316 

General labourers . 

287 

Btock-owners, milkmen and herdsmen ... 

164 

Cotton workers ... ... . 

207 

Blaoksmiths . 

44 

Brass, copper and bell-metal workers 

9 

Carpenters and wood-outters . 

99 

Fishermen, boatmen and pailki bearers ... 

133 

Oil-pressers . 

37 

Barbers . 

68 

Washermen . 

68 

Toddy drawers. 

20 

Grain buskers and parohers. 

68 

.Leather workers . 

90 

Basket makers, soavengers and drummers 

107 

Priests. 

64 

Potters. 

63 

Mendicants . 

128 

Cartmen and pack animal drivers. 

47 

Village quacks and midwives . 

6 

Goldsmiths . 

57 

Grocers and oonfeotioners — . 

119 

Grain dealers and money-lenders. 

109 

Village watchmen and other officials 

64 

Vegetable and fruit-sellers. 

51 

Makers and sellers of bangles . 

18 

Total ... 

9,029 


38. Agiiealtaral Labour.— India ia a country of 
Tillages. Only 9'5 per cent, of the population of India 
are found in towns (having not leas shan S, 00 n inhabitants 
as a general rule) compared with 78‘1 per cent, in Eng¬ 
land and Wales and 45-6 per cent in Germany. In such 
a preponderatlngly agricultural country as India, out of. 
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every 10,000 of the village population, a little more than 
a half are land-lords and tenants and about dne-eightluare. 
agricultural labourers, general labourers being about 
3 per cent, of the whole. It has been ‘calculated that 
' on the average, in the whole of India, every )^undred 
cultivators employ 25 labourers, but the number varies in 
the main provinces from 3 in Assam, 10 in the Punjab, 
13 in Bengal, 16 in the United Provinces to 37 in Burma, 
33 in Bihar and Orissa, 40 in Madras, 41 in Bombay, and 
59 in the Central Provinces and Berar.’ 

As regards Indian agricultural labour, there is no 
question about its being most patient, assiduous and skil¬ 
ful. The agricultural labourer often owns a piece of land 
himself and works both on it and on the farm of a local 
land-owner. This land-lord-cum labourer does besides 
other kinds of work; plies his cart for hire and markets 
field produce. The women of the house also work in the 
fields and women labourers are employed for weeding, 
harvesting and so on. They make cow-dung cakes which 
are sold in the neighbouring town, and milk is also simi¬ 
larly taken for sale every day. Agricultural labour-is 
thus not specialised as in western countries, and spinning 
and other simple trades are also carsied on under the roof 
of the cottage. 

■ 

The impression has long prevailed that the Indian 
cultivator is a Very indifferent worker, dull-headed un¬ 
enterprising and inefficient; but it seems to be derived 
from the fact of bis being without capital, without good 
implements and manures and without those other charac¬ 
teristics which give a farmer the appearance of a progres¬ 
sive and efficient worker. Latterly, however, the Indian 
cultivator ha^come to be better appreciated * and it is 

* tbat the IiuUsi) coltTvator knowi oothing ebout his own 

bniineH: that any thing that ii good mast come from the W^. And ao the 
ktedly, but in many naea, niadirected elForU ot early worken took the line ai 
^trodndng into India oropi or impllmenta oC Wciteni origin, regardleia 
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■tated that in the art of agriculture he has little to learn, 
evxpt the hew methods which scientific progress has 
taught, in 1889 Dr, Voelcker, consulting Chemist to the 
Royal Agricultural Society of England, was deputed to 
make inquiries and suggest improvements in respect of 
Indian agriculture. And he wrote:— 

“ On one point there can be no question, viz, that 
the ideas generally entertained in England, and often 
given expression to even in India, that Indian agricul¬ 
ture is, as a whole, primitive and backward, and that 
little has been done to try and remedy it are altogether 

erroneous.At his best the Indian Ryot or cultivator 

is quite as good as and in some respects the superior 
of the average British farmer, whilst at his worst, it 
can only be said that this state is brought about large¬ 
ly by an absence of facilities for improvement which 
is probably unequalled in any other country, and that 
■-the Ryot will struggle on patiently and un-complain- 
ingly in the face of difiiculties in a way that no one 
else would. Certain it is that I, at least, have never 
seen a more perfect picture of careful cultivation, 

. combined with hard labour, perseverance and fertility 
of resource, than I have seen in many of the halting 
places in my tour." 

The position is pithily summed up in the following 
significant utterance of His Most Gracious Majesty the 
King-Emperor:— 

“ The cultivator has always been patient, labor¬ 
ious and skilful, though his methods have been based 
upon tradition. Latterly the resources of science 

•Itegrtlisr, in tbe nu« of cropi, ot the eOect at cIlDintic ehenge or in the caie ot 
implcmente, ot considoretione ot coet. This feeling died herd, it wee long 
hetofc the stage wae pooled ot conoidering (hat the Wear moet leech the Eait, 
that the Eait had nothiog to teach the West. Real prot;reBB came only when 
it wai lealiied that io India we have to deal with on agricultural practiie which 
hae been built up on the traditional cuitom of years end in which leiide though 
nncxpreeied aOd unexplained deep identihe ptinciplee, the reaione for which 
pMi only groduiUy be elucidated "—Agriculture in India ** by Janiea Hackenns, 
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have been brought to bear upon agiloulture and have 
been demonstrated in a very short time.” 

39. Village Economy.— The Indian village is 
generally self-contained* unless whore it Uhs been brought 
into close contact with the outside world by the railway. 
The importation of machine-made goods and their diffu¬ 
sion throughout the country, have, however, disorgani^ied 
the self-suflidng orgmiizutkm of villages. On a precedii^ 
page we have shown the traditional occupations of the 
inhabitants of villages and that represents the normal 
rural situation. But the village organization is fast 
undergoing a change. The traditional skill of several 
classes of artisans finds a steadily diminishing demand 
owing to the introduction into villages of manufactured 
articles, Indian or foreign. They are, tlierefore, thrown 
back upon the land which some of them own and thus 
press upon the soil except where new tastes and wants 
provide them employment in their old industry adjured 
to changing circumstances. 

The caste of each worker determines for him the occu¬ 
pation he will follow. Though some people will disdain 
to touch the plough, ‘ it may be noted that agriculture, 
including fiedd labour is the occupation which has drawn 
away most of those who have deserted their traditional 
callings.' These are, again, various occupations, which 
are not specially earmarked such as service under Govern¬ 
ment, the learned professions &e., which persons of all 
castes seek to follow; and with the spread of education the 
competiton for employment inthese directions will become 
increasingly severe. The struggle for existence and 
spread of education are two great solvents; and they are 
loosening I he rigidity of caste orgaiuzation. Thus the 
higher classe* among the Hindus, e. g. the Brahmins, are 
taking to trade, and such occupations as tailoring, carpen¬ 
try, &c., are no longer barred to them. Owing to a lack 

Dr. H. n. Maim; Land aod Labour ii; a Dkcu Villngo”, Pago l5o, 
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of demand for their gooda, the hereditary shill of several 
artisans had deteriorated and it is only to satisfy the simple 
•wants' of village people or the artistic tastes of the 
wealthy few fbat rural and urban craftsmen ply their 
industries. 

The farm worker goes dally to his field in the 
agricultural season and does some other job when lend 
•provides him no employment. The cow>herd and the 
shepherd tend their herds and fiocks in the village com¬ 
mons and on adjacent hills. The weaver plies his hand- 
loom under trees in front of his hut and the potter turns 
his wheel in the open space before his hovel. The black¬ 
smith works at his anvil and forge to make and repair the 
implements and tools of the village. The carpenter, the 
leather-worker and the shoemaker are likewise in request 
and supply the simple wants of the rural folk. Female 
W[OTkers are employed in the fields for weeding, picking 
and reaping. But ginning and spinning are no longer 
the regular domestic occcupations of women as they were 
before the advent of machinery. Most of the craftsmen 
in the village are autonomons workers, but the other 
labour is hired, either by the day or by the year. In the 
old village organizafiou, artisans and craftsmen were ex¬ 
pected to supply their labour to farmers in return for 
remuneration given to them in kind according to a fixed 
schedule. This system prevails in villages even at the 
present day.* 

40. Factory Labour.— Even in Western countries 
where the factory regime is in full swing, we witness in 
industries what is called a ‘regressive evolution,' and 
manual labour, assisted perhaps with improved tools, is 
often preferred to work done with the aid of machinery. 
In India, the machine is the exception and'manual labour 
the rule, in spite of the fact that in large centres like 
Bombay, Calcutta, Cawnpur and Ahmedabad numerous 


* See Ts N. Atre'e " Gewt-gade v in Mantht 




VWtOBlt LABOQB, tl, 

factories have bees started. The labo\)r emplojed in 
factories is, of coarse, of a different character •from that 
engaged in agriculture, the domestic industries and the 
handicrafts. Much of it is, indeed, highly skilled and its 
effidency is considerable. 

It is not easy to calculate the number of people 
employed in the tvo different types of Industries, The 
latest census report, however, gives specially collected 
statistics of persons engaged in factories which employed 
twenty or more persons on the date of the census. There 
were, in the whole of India, 7,113 such factories employing 
2'1 million persons, or 7 per mille of the population. Of 
these 21 lakhs workmen, 5,54,778 were returned as skilled 
and 14,80,815 as unskilled. There were 38 females per 
100 males employed in the factories. The plantations 
alone were responsible for 7 lakhs of workers and more 
than 5^ lakhs were employed in textile industries, minei 
providing employment for about 2^ lakhs. Railway work* 
shops, 118 in number, gave employment to 98,723 persons, 
andof these 65,460 were skilled workers. Of the 7,113 
factories mentioned above, 4,529 use mechanical power, 
and are responsible for the employment of 18 lakhs of 
workmen out of a total of 21 lakhs. }t may have been 
observed that the proportion of skilled to unskilled labour 
in factories is as 1 ^o 3. 

What we hav^said above of agricultural labour applies, 
to a certain extent, to labour in factories also. Several of 
the mill-hands in Bombay, for example, have their bits of 
land, perhaps the common property of a joint family, and 
they return to their rural homes at the beginning of the 
rainy season. They lend a helping hand to the folk at 
home in agricultural operations and on the close of the 
season return to their urban occupations. These migra¬ 
tions disturbdhe work of the factory and the employer 
is annoyed by the absence of so many bands a^ regular 
intervals. operatives are not inclined to settle per- 



fi ' IirStAV EOOHOUtCB. 

manently in or nnr the towns as their attachment to 
th^ native village is too strong for this and the condi¬ 
tions of urban life are not sufficiently attractive, Nor 
can they stick R> their ^1 homes as they must go out 
to earn enough to supplement the scanty and precarious 
income yielded by the village land. This amphibious 
character of the Indian factory worker is an interesting 
feature of our industrial organization and possesses great 
economic significance. 

41, Traditional Training; 'iJ- In the case of the old 
industrial arts, as we have pointed out before, there 
is yet much surviving skill and efficiency, but these have 
little scope for expansion, and with a steady diminution 
in the demand for products of indigenous manufacture, 
they are slowly but surely disappearing. The need of 
n^w industries and of a modification of the forms of the 
old ones, is being keenly felt, and it has become necessary 
to adjust technical and industrial training to the changed 
circumstances. The traditional method of industrial train¬ 
ing may thus be described 

“ The child learns his hereditary craft from his 
father or is apprenfioed to a mlstri, or master crafts¬ 
man, who is often a relative of the pupil. There is no 
regular fee, and a small present is often paid to the 
owner or foreman of the shop, and in epme trades a 
religious ceremony may take place at the time of 
apprenticeship. The child begins his work at a very 
early age; at first he is expected to undertake the 
menial duties of the shop and is put to cleaning the 
tools i later he begins to perform the simplest opera¬ 
tions of the trade. There is little definite instruction, 
but the boy gradually acquires skill by jiaudling the 
tools and watching the workmen at their task. As 
soon os he has made a little progress, the apprentice 
is granted a small wage which is gradually increased 
as he becomes n^oze usefi^; and when his training is 
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flnlihed, he either goes out Into the world or seonrei 

a place on the permanent roll of his mastei’s shop.”* 

• 

This system answered well in the pasti but it no 
longer suits the changed and changing ecoflomic condltioua 
in India. The workmen are not thereby enabled to keep 
abreast of the times, the quality of their work has 
deteriorated and the products of their industry are fast 
being supplanted by imported articles. Except in a feyr 
cases, they can neither adhere to the traditional systpm 
nor avail themselves of the advance the world is makbg 
in improved mechanical inventions. The bulk of Indian 
workmen are ignorant. They cannot understand the 
changes that are taking placo all around them, and cannot 
be expected to adjust their activity and skill to the altered 
environment. They are also extremely poor and their 
lack of means is another serious obstacle in their way. 

The handloom weaver is a typical example of ^s 
deplorable condition and it is a serious problem to re¬ 
habilitate him. 

“ The weavers are exceedingly poor and in the 
main rely upon middlemen for the small amount of 
capital actually employed in their trade—they are 
ignorant and narrow-minded an^ averse to enquiries 
regarding the detail of their trade. Each man works 
for himself and there is little or no co-operation among 
them. There is no chance that any weaver may arise 
with an intubate knowledge of Ihe technique of the 
trade and with a mind sulSoiently wide to grasp the 
general trend of the economic forces which are 
gradually driving his fellow oastemen to misery and 
despair. The only hope lies in the conduct of experi¬ 
mental weaving by the State with the object of work¬ 
ing out by degrees a better system of produotion.”t 

49. Present Reqairements.— It is inevitable that 
in the steady process of economic evolution now going 

* Hu ladlec Yew Book. 

I C hett e itoo ! " AgrinUtual ond laduitnel Frofaloou b Indb.” 
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on in this country, the hand workers should have to 
alMUidon their old callings and that improved and new 
industries should take their place. Their displacement 
naturally excitbs sympathy but they cannot be simply 
preserved as the relics of a bygone age in an economic 
museum. The young generation of the hand workers 
must be educated and trained in new methods and pro* 
peases and must be taught to use improved tools and 
machinery. Only in this way can these classes of workers 
in India be enabled to keep abreast of the times and be 
efficient agents in the production of wealth. Even though 
they may cling to their particular callings allowed by 
caste prejudices, they may be given scope for improvement 
in those very callings and thus be enabled to stand out¬ 
side competition. Or they may be trained to work in 
factories where their inherited aptitude may be suitably 
developed into up-to-date efficiency. Workmen of this 
type do find employment in mills and factories and are 
able to earn high wages. They also can steadily rise to 
higher positions and become foremen and even managers 
and employers. This will certainly mean the transforma- 
ti&n of antonomous workers into vrage-earners. Bnt 
fikiling the rehabilitation of craftsmen in a comfortable 
position, that alternative is preferable to stagnation and 
starvation. 

In textile mills, mines, factories and railvray work¬ 
shops, a training suited to the different trades, is essential 
to make efficient workers, and in India as in other coun¬ 
tries, honest, active and intelligent men are promoted to 
responsible and remunerative places. But in this country, 
the higher and the intelligent classes usually take to the 
learned professions and the too literary character of our 
education has created a large amount of unemployment 
among them. A number of technical schools do exist 
and some of their products secure employment in the 
factories. An adjustment, however, between industries 
and technical institutea. haa not yet taken place, and 



PmOBItT RBQinaXlIBlIITB. ,7ii 

there are numerous young men who have received techni¬ 
cal education but fail to secure suitable ^ployment. 
While there is a popular demand for the establishmeht 
of teachnical institutesj large and small, is all parts of 
the country, there is a complaint on the other side that 
the supply of trained men is already larger, and any addi¬ 
tion to it must increase the army of the unemployed. 

What is urgently required is the reorganization and 
expansion of our whole educational system. The diffu¬ 
sion of primary education, the starting of technical add 
industrial schools and the provision of mechanical train¬ 
ing for factory operatives must be undertaken on a liberal 
and comprehensive scale and nothing must be left to 
custom or to chance. The problem of national education 
has been or is being solved in Germany, Japan, England, 
Austria and America, but in India we have long drifted 
and even now when the lessons of the war in this connec¬ 
tion are being taken to heart everywhere else, we are not 
moving sufSciently fast.t Each individual dtizen must 
go through a suitable system of education, bis faculties 
must be developed and the best that is in him must be 
drawn out to his own and the public advantage.} 

tSeeViicoimt Haldune’s paper onNationol Education in‘Atter>Wai Pre^ 
blemt’ and an aecoont ot the German lyatem of edulatioa in Borl Dean Howa'd’a 
* lUcent Induftrial ProgretB of Germany.' 

t To improve our methods of productloni etpeclally here in Indioi we need 
to'reeognue and put into operation—three great factors: (i) a reorganisation of 
our edtuatianal ^stem making ample pro^von for a life of up-to-date industry 
and commerce; (a) a recogniiion of the importance uid place of sdenee in 
industry; (3) a larger measure of Slate initiative and comrol in all the needs and 
problems of nation^ economics. At the bottom of it all, Indiai’ greatest pro¬ 
blem of indnstriail organisation is the dire need of education and training of her 
millions for productive ends. Look at India's educational need (x9t6)> 

/•(Ke, Japmu, 

Men lUUerate Women llUterate Boys at School Girls at Sohool 

9o per cent. 99 per eent. 99 per cenL 98 per eent 

at Sdiool * Girls at School 
a3 per cent. S per cenu 

What does this condition eall tor ? The eitabliilung as soon as possible 
of Mr. GokhaU's tree and compalsory primary education sohene—Piol A./. 
Sannders in * the Wealth of India.* 
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43. Tedudbally Tndmd Men.~The viewit held 
by many that, 

"if It 1 b admitted that in every other ooantry 
teohnioal edu'oatlon has followed the organization of 
induatrieB, or grown up alongside with them, and may 
be Ba\d to be the necessary complement to indastrial 
effioienoy, it is obvious that in a ooantry where few 
Industries are established, the wholesale education of 
Indians oould only result in an excess of young men 
trained up for posts which do not exist, and for whom 
no suitable oooupation can be found.” 

Employers of trained labour likewise complain that 
the men produced by the technical institutes are not 
suited to the kind of work they are expected to do in 
factories. The men, it is said, want high salaries, even 
from the very start, and are averse to working with the 
hand. They are, therefore, condemned by the employers 
as bseless people. For the higher kind of work they are 
not wanted and for the lower grades of labour for which 
there is a demand, they are not suited. This is the burden 
of the complaints which employers had to make to Lieut- 
Cdlonel Atkinson and Mr. Dawson who were deputed by 
Government to make an inquiry into the subject. 

Opposed to this view is the other according to which 
employers of labour in India have a strong and by no 
means an unselfish prejudice against technically trained 
men and that they want to emplo 3 f low>pai'd workers. 

” Sven in existing conditions the field for employ¬ 
ment Is large if the exclueiveness of some of the em¬ 
ployers is overoome. The railways and navigation 
companies, for instance, provide an increasing number 
of berths to men trained in the teohnios. We have 
now about, 33,000 miles of railway in Ind,ia and the 
mileage is expanding. This must have a large room 
for employment if only as foremen, drivers, fitters, 
guards, oacriage builders and engine makers. There 
ate very few IndlepiB now employed, They have not 
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had theli ohanoe In this line. The nayigstlon com* ’ 
panies too do not now employ them exoept in the 
lowest rungs of the service. Ship-building is not under¬ 
taken in India and yet the time will come when an 

attempt will have to be made.The growing mills, 

the business houses, the banks, the engineering firms 
and a host of other special institutions that could be 
named could employ for years to come almost all the 
material turned out by the technioal institutions, 
either now existing or which may be started in the* 
course of the next few years.”* 

44* Prospects.— On railways, and in mills and 
factories, there is undoubtedly a growing demand for 
trained men and in several of them the relatives of the 
employers are trained. The inhabitants of certain pro¬ 
vinces and the members of particular castes are declared 
to be peculiarly fit by nature for technical education. 
Members of the artisan classes are preferred by employene, 
one of whom stated that ” the men required in the textile 
industry were men recruited from the lower classes and 
educated up to about the middle standard—men who 
were accustomed to hard work by tradition and had nqt 
been spoilt by too high education." Employers seem to 
bo willing to take up apprentices if, young men of the 
right type are willing to learn under the conditions offer¬ 
ed, and suitable provision may also be made for technical 
education in special schools or institutions attached to 
factories. * 

The spread of elementary education is the first 
need of the country, and that system must be linked 
up which general technical and special industrial 
education. With intelligent ana trained labour several 
of the' existing industries may be improved and rendered 
profitable wh^e the efficiency of now ones may be 
tnaterially increased. The beneficent effect of elemen¬ 
tary education upon the efficiency of labour has been 

^*Kepwt m thp Inqaby coocening tho emplaymcat of tsdnic^ly tniticd 
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on >11 hadds,* For the higher grades of workers 
a little more sdaeation and actnal experience in factories, 
cpmbined with technical training, is needed.. And as to 
the work of snporvisors, managers and organizers, techno¬ 
logical institutes of a higher type like the Victoria Jubilee 
Technical Institute in Bombay and the one proposed 
to be started in the United Provinces, are obviously 
necessary. Hen so trained must also get scope for the 
use of their education and ample opportunities for rising 
to'higher positions in industries. 

In agriculture too, special training will go a long 
my to improve the eBSciency of the farmer, and provision 
is being made for this by the starting of vernacular agri¬ 
cultural schools for the sons of cultivators, notably in the 
Bombay Presidency. The common agriculturist does 
possess great skill, but his industry cannot be made more 
remunerative and productive unless he knows how to 
ap^ly improved methods of farming. 

" Skill, that is to say, practise and a oertain amount 
of knowledge, is recLuired by the man who drives a 
plough or a cart or who sows or reaps or Irrigates or 
weeds; and this skill is acquired in a very high degree 
by the cultivator's children as they help their father 
and learn from him.* But the art of agriculture has to 
move with the times, just as handicrafts must move: 
new crops have to be grown and old crops given up: 
new ibethods, new tools, and new impleiqents are re¬ 
quired in order to seoure the greatest possible produc¬ 
tion from the land; and the cultivator cannot teach 
his sons about these things, which he does not know 
himself. And so arises the need for some kind of 
education which shall teach the cultivators' children 
the new knowledge they require without interfering 
with the training they receive from their fathers ”t 
45. Shoitase of Laboor.— We shal! have more to 
say concerning the condition of labour, urban and rural, 

• .See nldSue recoiUed by the Indun Isduitria Comolim m Uui point, 
.I. An btiodiutioa to gooBoaics—yf. H M ort l o n d. 
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in a later part of this book. Here we shall potice one or 
two points only with respect to the supply of Indian ' 
Labour, The general complaint about tlje shortage of 
labour on the part of employers, has been already noticed. 
Like the Black Death in England, the Plague has taken a 
heavy toll of the lives of the working population during 
the past twenty years. This epidemic, along with malaria 
and other diseases, has produced big breaches in the tanks 
of labourers. But the fact that workers are not readily 
available or available at the old rates of wages, ought not ‘ 
to be taken as an indication of any shortage of labour. 
And here we are confronted with the paradox that while 
thousands of coolies have emigrated to distant colonies as 
indentured or free labourers, employers of Indian mills and 
factories have been complaining of a shortage of labourers. 
But we know under what conditions the emigrants go thou¬ 
sands of miles beyond the seas, and, after all, their numbbr 
is a drop in the ocean when it is compared with the total 
labour supply in India. In the first place, the rising 
prices of food grains and other necessaries, must make 
labour dearer, and employers have no right to expecit 
workmen to be satisfied with the old rates. Secondly, 
though it is not easy to induce the ignorant Indian 
labourer to n}ove out of his village and seek employment 
at distant places,’ the prejudice against migration is seen - 
to disappear. Jllore than ten lakhs of Indian labourers 
are to be found working on the plantations of the various 
British Colonies and thousands migrate from one province 
of India to another. 

Leaving aside the kind of nu’gration which has no 
economic importance, we have to note that 

“ The lai^e streams of migration from Behar and 
Orissa, the united Provinces, Baiputana and Hadras 
are specially note-worthy. These provinces supply 
the requisite labour to the fertile plains of JSengal, 
and the still undeveloped Assam and Burma. Not ■ 
.pnly ate the fields of Bengal dapable of snpportiiig a 
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larger pojpulation than ia now to be found in them but 
'the ineanitar; condition of the provinoe aide farther 
Immigration b 7 decimating or disabling the existing 
labourers. Of the 11,00,000 emigrants in Bengal, only 
a fifth are the natives of the contiguous province of 
Behar and Orissa or Assam, showing thereby how 
attractive its factories and lands have been to the 
residents of even the distant United Provinces and 
Bajputana."* 

Potential Supply.— Though the attiactiona 
of such industrial centres as Bombay, Ahmedabad and 
Calcutta, draw labourers from far and near, there is a very 
large potential supply to be found among the classes 
known as 'untouchables ’. For conturies they have been 
relegated to a condition of serfdom, and on account of the 
religions and social prejudices against them—the result of 
historical causes—they could not be counted upon to man 
the labour force which is required to carry on new indus¬ 
tries started all over the country. Standing on the 
lowest rung of the ladder of Hindu society, the untouch¬ 
able classes have no religious scruples which hamper the 
migration of the higher castes to distant provinces and 
abroad. Large numbers of these, therefore, go as coolies 
to Ceylon, Burma ahd Federated Malay States. Among 
these classes, therefore, we have an unlimited potential 
source of labour power and as their number ia estimated 
at no less than six crores, Indian industries need not suffer 
from a shortage of workmen. Caste prejudices against 
the employment of these people well die out and ought 
soon to die out, and economic forces will combine with 
humanitarian and patriotic considerations to prevent so 
much human power from going to waste .f_ 

• H. S. biutli I ••'Tlx Casni of Isdii." 

t Tbs ttonmmt ot political nfona vhlch bai gath^hd gTMt fora rince 
tfal ooibniik of the mr, hei compelled pnbUc ■ttentun to the queitvn U the 
lyMt otfliB deprtmed rleiwi. Ai their ditelrilitiee ere itcedily remoreds dtey 
wiH mike enSiieKMU^ eontrlbutioo to the leboor power of the eotmtty. Thdr 
MMoCetf'mpeitlMbeeDrouiedHdthereiite-diy an npheefol aaoag thi 
d^MNd dMM all oi« the cenbf• 
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The members of the depressed classes who are shun- 
ned by high class people, are found to become respectable 
domestic serran^ and operatlms. Todayj they are id 
'on extremely wretched condition, their habits are filthy 
and their surroundings are forbidding. Several of .them, 
however, have been tbe traditional servants of the village 
community and are characterised by honesty, sturdiness 
and physical endurance. Some of them have lands given 
to them in lieu of village service and are thus cultivators. 
Others earn a living by making ropes, baskets and so 
forth. Tanning and curing hides gives employment to 
some, while others work as scavengers. The work of up¬ 
lifting them, which is being carried on by philanthropic 
people and social refoTiners, has an economic significance. 
Both justice and economic needs require that the depress¬ 
ed classes should be raised from the slough of degradation 
into which they have been allowed to fall. The old eystem 
of specialization under which the caste of a person deter¬ 
mined his profession, is slowly giving way before the 
advent of the new regime, and the old barriers of caste 
and prejudice being removed, all people must get oppov 
' tunities to better their social and economic position by 
doing work for which they are fitted^ 

47. 6riffli|ial Tribes. —Members of tbe depressed 
classes have all along been servants of the village com¬ 
munity, performing the dirties entrusted to them. Several 
of them have vatan lands given to them and they are paid 
by the community for the services they render. Some 
of these classes also earn their living by curing hides and 
making baskets and ropes and in other ways as we have 
pointed out above. Owing to tbe administrative and eco¬ 
nomic changes jrhich are taking place in the village or¬ 
ganisation and public life, these classes are fast losing their 
traditional employment. If they are, therefore, given 
edncation, they can be made to take a shaA in the 
MW indostrial ' organization . by working in milis, 
“ u 
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betoriaii and workshops. Besides these depressed 
elasaes,,Bgaini there are the criminal tribes scattered all 
over I^ia. They lead a vagrant life and are a menace to 
the peaceful population of our villages. The work of ra» 
dai^Dg these people has been recently undertaken by 
Government, and missionary effort is also in the field. 
These men can be weaned from their immoral and criminal 
habits and be made to live useful lives. They can be 
ta^ight certain trades and thus may become useful members 
of society instead of parasites and habitual criminals. 

Only one illustration of how the criminal tribes may 
be reclaimed and be trained to contribute to the produc¬ 
tion of wealth by taking up decent trades will here suffice. 
An interesting experiment to control and reform the cri¬ 
minal tribes of the Bijapur district has been recently made 
under the auspices of Government by .Mr. 0. H, B. Starte, 
I. C. 8. With the co-operation of the officials and the 
gentry of the district, and particularly of certain employ- 
en of labour, he has been able to turn Chhaparbands, 
Haran-shikaris and Ghatichors into mill-hands, masons 
a'nd agriculturists. 

“In addition to the Chhaparbands many members 
of the otlmlnal tribes of the Sholapur district were 
recently placed In the mills, so that .at the present 
time there are about 776 members of the criminal 
tribes working In one or othef of the Sholapur mills. 
In 1912 some Ghatichors were placed in the Southern 
Hahratta Spinning and Weaving Mill, Gadag. There 
are now 121 Ghantiohors employed In the mill, An¬ 
other settlement has been started at Gokak FaHs, 
obiefiy for the criminal tribes of Belgaum district 
There are at present 686 Kotohas, and Guserathl 
Bhats working in the mills. The fact that nearly all of 
the mills employing these criminal tribes are willing 
to aoeej^t more of the same class of labour, is a satis¬ 
factory testimony to the results of the attempt In 
view of dlffloulty in finding sufflolent hands wUeh 
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!■ axperienoed by most mills throughout India, ths 
•zparlment would seem to be Important as^y It a nev 
souros for reornltlng labour Is opened out.”* 

48. Wastage of Labour Power.— There it a 
large amount of labour power, actual and potential, which 
may be thus utilized to the immense advantage of the 
country. Some of the classes who at present contribute 
little to wealth-production, have been referred to above 
There are several besides them who live on the profession 
of begging. With them it is a hereditary profession, and * 
they think they can not do and ought not to do any thing 
else. Indians are an extremely charitable and hospitable 
people, and very often it is not a discriminating charity 
they practise. This piety is exploited by many a mendi¬ 
cant who does not regard begging dis-respectable. The 
mendicancy takes various forms, more or less associated 
with the religious ideas of the people. Most of the mendi¬ 
cants do not know the dignity of labour and pretend to 
feel offended if they are asked to earn their bread by the 
sweat of their brows. 

The so-called Sadhus who go about from one shiiUb 
to another and live upon the industrious, are a great prob¬ 
lem. The idle lives led by monks an% priests, havey pro¬ 
voked a reaction in the public mind in all countries, and 
the abuses of poor relief in England are well known. The 
drones who live on the piety and charity of villages and 
towns, will steadily find their position getting more in> 
tolerable in the struggle for existence which is becoming 
keener every-day, but to-day, they represent so much 
wastage of labour power. How to improve the Sadhus 
and make them useful members of society is a question 
which is being tackled by Hindu Sabhas and Conferences. 
It is a very large and diflScult problem and must be faced 
by the community. 

*0. H. B. StftXM, 1.0. S.; An fliptrimnnt fai the Rctprmatioe q{ CrimionI 
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CMte nttrlctions whioh prmnt peisons from taking 
faMtr^ato’which they are not bom, also involTe waste 
and lots of eBSdencj. Supply o{ labour doea not readily 
reapond to demand, and the productive power of the 
country luflera. Certain trades which, in other countries, 
ate, indifferently pursued by all persons, are in India, 
confined to particular castes, and are looked upon as 
degrading by others. Mahomedans and other non-Hindus 
are not hampered by such restrictions, and they are seen 
easily adapting themselves to the situation. But as we 
have observed before, caste distinctions are gradually 
becoming less rigid in the economic sphere, though social¬ 
ly they are still very effective. 

49, Sofflinary.— The scarcity of labour which em¬ 
ployers complain of, is only apparent, and the potential 
supply is almost unlimited. The growing use oflabour- 
sdving machinery will, by itself, give considerable relief. 
Q employers provide healthy, congenial and attractive 
conditions of work, they will get all the labour they 
requite. Population, it seems, is pressing on the soil and 
though the ordinary man is wedded to his village and to 
his piece of land, he may be induced to migrate to a 
distant centre of indtistry. There are numerous instances 
of migrations from one district to another and from the 
country aide to towns. 

It is indeed a serious matter to consider whether the 
creation of a poletarist is desirable. But in the face of 
the present situation, the development seems to be in¬ 
evitable. The weaver working at his loom, the potte* 
manipulating clay on bis wheel, the oil-maker, busied 
with his primitive press, will be ousted from their tradi¬ 
tional trades and will join the ranks of,factory hands. 
Some of the indigenous industries may be saved and be 
continued in an improved condition, and the use of power 
and efficient tools, will help workers to maintain their 
•utcoomons eonditien, 
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In every trade, however, education and training are 
badly required. Worhen In the old intdigeflous indnstilui 
were and are highly efficient. But the changing; tartea 
and wants of the people are creating a dd'mand for com* 
modities they cannot produce. An adjustment must, 
therefore, take place between the two. Elementary 
education must become universal and must be linked up to 
technical and industrial education. The value of this 
education is appreciated by employers as it results in 
increased efficiency but little provision has yet been 
made in that behalf. A scheme of general education, 
which will develop in children the power of observation 
and assimilation, to be followed by specialised edu¬ 
cation and actual training in a factory, will have to be 
devised for the sons of artisans and must be adapted to 
the needs of agriculture. 

Unskilled labour is much in demand at present and 
commands high wages on railways, docks, canals and else¬ 
where. There is an equally large demand for skilled 
labour, and the trained workman has opportunities to rise 
to higher grades. The requirements of mills and factories 
will provide a larger scope for men who have received 
higher technical and scienti&c education. There is an 
overcrowding qf the professions, and educated young men 
must be drawn to the fields of industry and commerce. 
Some of them have received training in foreign countries, 
and they must occupy the higher posts in the factories. 
The prejudice which exists against them, perhaps justified 
in a few cases, will disappear and technically trained men 
must occupy their proper places in industries. Indian 
employers are expected to give qualified young men 
opportunitlej to earn their salaries by the greater efficiency 
which they will bring about. And the latter will justify 
their employment in posts for which imported and highly 
paid labour is engaged. The young men too must not 
hesiute to take their coats off and be ready to Work their 
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way np and muft fii^y the complaint of tb« cnployeri 
(hat^taohnloally trained Indiane have uiually a bone derel* 
loped in'their backi which does not allow them to bend 
for aotnal hard 'work. Educated young men are seen 
to-day drifting and being ehip-wrecked on nnremunera- 
tive and* unsuitable careers. A growing nnniber among 
them ought to prepare for and he absorbed by industrial 
and oommercial careers. They will thereby help to create 
mo^e wealth in the country and to earn a decent share of 
it for themselves. 
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The Part of Capital. 
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Mr> Jamas Haokenna: Agrieulture in India t Keatinie: Jlyral 
Seonam}/ la ih§ Bombay Deccan ; Dr. H. H. Mann: Life and Labour in a 
Deeean VUlage; H. 7. Howard: Zndta and the Quid 5<aiidard; Bep>rte 
ell Boyol Commissiona on Baminee; Beporte on Joint Stock Gompaniee 
in India ; Beporte of the Provincial AffricuUural Departments t Statist 
tieal Tables relating to Banks in India vitk a Map Introduetory MswiO^ 
randuffi, and Banking Directoryi J0J7 ; 8.0. : Agricnitural Indsbt^ 

tednsss and its Sstnedies; Beporta on Co-ppsrativs Credit Soeistiss in 
India ; Beporte on inqu^-riea into the condition of oartoiu indi^an- 
ow indnstrisSi carried out under the ordcrr of Proaineiai (Topammanta ; 
Hvidanca Becorded by the Holland ComMiaaion on Zndtan Indtutrisa^ 

50. What la Capital ?—Besides the intelleetnal 
and manual labour of man and the forces of natnrci there 
Is a third factor which is essential to the production of 
wealthf and, that is capital. Man working with hii hands 
on material provided bj nature, may produce commodities, 
but even the most primitive fornu of production pre¬ 
suppose the use of Instruments, weapons, and tools* 
Though capital'itself is produced by human labour, it is 
a distinct factor of production and occupies a very Im¬ 
portant place in modem organization of industry. Mere 
labour and powers of nature are not enough; then must 
be some pre-existing wealth available to enable the work¬ 
er to maintain himself while new forms of wealth are 
being produced, and to assist in the processes oi produc¬ 
tion. 

The creation of wealth is the creation of ntiUties, 
and it involves activity intended to secure a surplus by 
augmenting ntiUties and diminishing costs. The onltlva- 
Jot, the wearer, the potter, the blacksmith, the carpenter, 
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the ihoemeker, hare all of them to me capital without 
•whbsh their trhds would be impoesible, and the higher 
the orgahlaation of industry, the larger ia the quantity of 
eapital requiredi 

" 7ha produotivity of oapital ooneiata in the aid 
which it rendera in securing the same results with leas 
effort It ia an adjunot to human labour and to that 
extent lessens labour by interposing something be¬ 
tween labour and its result”* ■ 

The bandlooma of the weaver, the wheel of the potter 
and the plough of the cultivator, constitute their capital> 
besides the raw-material which they use in their respect¬ 
ive industries. 

Capital, we are told, is the result of saving. The 
farmer sets aside a part of the grain he produces, for 
seeds, for buying manure and for paying wages to labour¬ 
ers, and these constitute his capital. If he is poor or 
extravagant, he may have to borrow these from the vil¬ 
lage money-lender and have to repay the amount and, in 
addition, pay interest upon it. But the grain which the - 
money-lender has lent for sowing or for maintaining the 
ctaltlvator while at wo^k in his field, has been saved by 
the former out of his earnings. He might have consumed 
every thing that he earned and would thus have laid by 
nothing. In that case the money-lender would have had 
no capital to lend. 

The weaver has a handloom in his house. But the 
yam he requires is supplied to him by the money-lender, 
and for his daily fooJ also he depends upon loans. Thus 
he carries on his trade on borrowed capital. But it li- 
possible for a weaver or a blacksmith to produce more 
than he consumes himself and spends upon the purchase 
tt, raw-material and tools, and this surplus may be utilis^ 
ta buying b^er tools and raw materials. Tliis en^loy- 
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meat of capital increasos effidencj and leavea a larger 
margin of profit to the craftsman. The supply of a sulfi* 
cient quantity of capital isi therefore, a nqcessary condi¬ 
tion of the productivity of industry. And the economic 
condition of a community is satisfactory or otherwise 
according as the supply of capital is abundant or scanty 
and cheap or dear. 

SI. The Rayat’s M^ans. —A big landlord or farmer 
in India has considerable capital which consists of farm¬ 
houses and wells, ploughsand cattle and of seed and man¬ 
ure. He can use bis capital in getting as large a produce 
as possible out of the soil by procuring a steady and suffi¬ 
cient supply of water, by improving the land and by con¬ 
structing embankments to retain moisture and silt. But 
the capital which is available to the ordinary cultivator is 
scanty and of the simplest kind. He has a plough and 
other rude implements, a pair of bullocks and a cait which 
he may, in the off season, ply for hire. The common 
cultivator, far from being a man of means, is indebted 
to the village sowkar and the indebtedness of the Indian 
rayat has become proverbial, and in certain parts of the 
country, almost notorious. He has to borrow at ezhor- 
bitant rates of interest and is crushed under the weight 
of his debt. His land and property are generally mort¬ 
gaged and often pass into the hands of the sowkar. 

The question ot the ,indebtedness of the rayat has 
engaged the attention of Government for the past sixty 
years, and measures have been taken from time to time 
to supply the rayat with the capital he wants for land 
improvements, till the co-operative credit movement haa 
at last been regarded as peculiarly efficacious in this con¬ 
nection.* 'I he Deccan Riots Commission observed with 
reference to the indebtedness of the landholding 
as follows:— 

"The estate of an ordinary kunbi rayat, ezplualve 
of his land an d its product, has been estimated by 

^* TUt nihjtet will U tiwted tt gmtsr.Iagth In ■ later Chaptar. 
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oompatant authoiity to be of little moie than Be. 200 
*ln selling value; it will be somewhat as follows.^ 

, Bs. 

Live stock . 125 

Implements and utensils . 20 

House . SO 

Miaoellaneoua ... ... 33 

Total... 215 

We are not here concerned with the causes of the 
nyat's indebtedness. The fact of it is patent, and it is 
bound to oSect prejudicially the productivity of his 
labour. The indebtedness is often a le^jacy left by the 
forefathers of the cultivator and he is heavily handicapped. 
There is practically little surplus left after the expenses 
of the maintenance of his family are deducted from the 
gross produce, and it is with the greatest difficulty that 
he can meet the Government assessment. 

“It has been estimated that the yearly cost of 
food neoessaries to each member of a kunbfs family 
* is about Bs 25. Admitting that the food consumed 
by his family does not cost the ryot the market value, 
it is nevertheless* plain from the figures of estimated 
yield of land, that in a year of average rainfall his 
noalpts from six aoN8~*two of each kind of soil—'wUl 
leave a very narrow margin for Qovemment assess' 
ment and expenses, amongst which the interest on 
the sowkar's loans in hard years must count as a 
enrrent and unavoidable charge.”* 

The Famine Commission of 1880 found from evidence 
from all parts of ludia that about ouo'third of 
the land-owning class were deeply and inextricably in 
debt, though not beyond the power of recovering them¬ 
selves. An analysis of the embarrassment of twelve 
villages revealed to the Deccan Riots Commission the fact 


• Rifort oi lbs Dicaa Ryot CoouMm, i875. 
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that about one-third of the occupanti of Government 
land were embarraased with debt, that their ddbtaveragod 
about eighteen times their assessments and that nearly 
two-thirds of the debt was secured by mortage of land.* 

53. Agrlenltnral eapltal.-~Capiul is thus the 
most urgent njed of the cultivators who form the bulk 
of the population and whose industry is the premier 
industry of the country. The agriculturist is certainly 
able to secure loans from the village money lender, but 
at exorbitant rates of interest; and therefore the capital 
thus borrowed cannot prove very productive. What is 
true of the common cultivator is likewise true of the 
artisan class generally. Money lenders ar*e shrewd busi. 
ness men, and they secure themselves against the risk of 
the loss of their money by exacting high rates of interest, 
by a mortgage of property, by the imposition of high 
prices and in other ways. Speaking of the conditions fl> 
a typical dry Deccan village Dr. Mann, observes;— 

“ Very little advance In implements and methods 
seems to have been made though some new crops have 
been introduced in recent years. As to the implements * 
of cultivation, a complete set such as is used by the 
people would cost about Rs. 40 and {hey are all made 
locally from beginning to end. The wood is grown in 
the village, thd carpenter is a servant of the village, 
and except for,the very small quantity of iron required 
for the tip of the plough share and the blade of various 
other ontting implements, the village would be quite 
independent. All repairs to these implements, are 
paid for in haluta, or a fixed charge on each crop 
produced,—but the carpenters are paid in cash for 
new implements made. The use of the modem iron 
plough is on^ just beginning, and the hire of these ' 
from Foona mows sigiu of being taken up," 

* Very faiteititfng nntti tn thli coaneetloii fairs been aitlTed at fay Dr. H. 
H. MBim fai ifaa inquiry fat faaa made into tfae aooaoiniu ot a Deccan rlllags. 8«a 
fail ‘ Uii nod Lab^ in a Deccan Village.' 




Ihdiax Booxokiob. 


Agricultnnl capital takes the form of water supply, 
s^, manures and implements. As to the first of these, 
rainfall is precarious and insufficient over large tracts of 
the country, ahd the agricultural industry is often at the 
mercy of nature. Lands inigated by canals and wells 
are in'a fortunate position, and in them the condition of 
agriculture is comparatively satisfactory. Of about 235 
million acres of cropped area in British India, not more 
than 47 million acres are irrigated.* 

“ The total area irrigated in 1913-U was 49,836,000 
aoree, ae against 45,539,000 in the preceding year. Of 
this 18,271,000 acres was irrigated from Government 
canals, 8,175,000 acres from private canals, 6,384,000 
from tanks, 13,867,000 from wells, and 6,219,000 acres 
from other sources of irrigation. In India irrigation 
on an extensive soale is ordinarily resorted to in 
tracts where the rainfall is moat precarious. In Lower 
^urma, Assam, Eastern Bengal and on the Malabar 
Coast (including the Eonkan) where the rainfall 
is ordinarily heavy, the crops hardly need the help 
of irrigation unless there is unusual scarcity of rain. 

, Of the total area Irrigated in 1913-14, 24 per cent 
was in the Punjab, 21 per cent, in the Madras Pre¬ 
sidency, 25 per cent, in the United Provinces, 9 per 
cent, in Behar and Orissa, 7 per cent, in Sind and 
the remaining 14 per cent in the other Provinces.”! 
The following figures will be found Interesting in 
this conneotion t.— ' ' 


* TbeimunderoopinlndlftirrigitedbyGoTeiameatworka h aS mil- 
Uoo icm iod tfaU }i in nddltioa to the eren inigeted by private irrigation worka 
eUefij tanka and wclli, which ii alao rougblp eitimated act a5 niHioa aorei. So 
the total irrigated area ia bronght vpto 5o million acrei or aS *6 per cent, of the 
M( cropped area. Tbe'propartioDa var/ in different provtoeei. In the Pna< 
Jab 4l per eent. of the net cropped area ia irrigated I 7 Govenmeat worka, In 
Madraa lB' 8 , in the N. W. P. Province tH and in Bihar adU Oriaaa lO' 6 . The 
tsUl capital ontlap on i rigatien worka in India ia Ri, 69 crorei wUch produced 
loit jear Tavenoe o( Ra. 6 S 6 lakha or 7.oS per eent Ihe value of cropa ralaed 
Iteosfh the aaeiitaara of theae worka ii eariraated at crona. 

I Airknltml Statittka of Indian i9sS-i4« 
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Proportion of Irrigated 
to Total dropped Area.^ 

Sind.80 per oeftt. 

Punjab .47 „ 

North-West Frontier Province ... 37 „ „ 

United Provinces.35 „ „' 

Ajmer-Mevara .29 „ „ 

Madras .29 „ „ 

Bihar and Orissa .16 „ „ 

Bengal .9 „ „ 

Burma ... ... ... ... 8 „ „ 

Assam ... ... ... ... 6 n h 

Bombay .4 „ „ 

Oentral Provinces and Berar 4 „ „ 

Coorg.3 „ „ 

Manipur ... 3 „ „ 

The draught cattle possessed by the fanner form an 
important part of his capital. The number and qualify 
of live stock determine the condition of the agricultural 
industry in all countries and especially in India where im¬ 
proved machinery is yet hardly used. Scarcity and famine 
have made a havock in the number of agricultural cattje 
and the social effects of this dimunition are serious. 
Stock raising is practised here aq^ there, but it can be 
done and must be encouraged by big landlords. The 
following are statistics in connection with live stock in 
British India. 

Census of Livestoek in British India. 

The number of cattle in British India (excluding 
Native States) is approximately 148,900,000. Of this, 
bulls and bullocks account for 49,000,000; cows for 
37,800,000 ; buffaloes for 19,200,000 ; and young stock 
for 42,900,000. The provinces which possess the largest 
number of aattle are:— 

The United Provinces 31,700,000 (21 p. o. of total), 
Bengal ... 25,300,000 (17 „ ). 

Madras ...21,800,000(15 „ ). 

Bihar and Oriua ... 20,100,000(13 „ ). 
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The number'of eheep le given at 23,000,000, of 
vhloh Uadna poBseeeeB 10,800,000 and the Punjab 
4|700,000. The number of goats 1b 33,600,000 ; horses 
and ponies l^TOO.OOO; mules and donkeya 1,600,000. 
.The Btatlstlos relating to sheep, goats, horses and 
ponies, and mules and donkeys, exolude Bengal. A 
general oensus for British Frovlnoes and certain 
native States will be taken during the year 1919-20. 

53. Improved Implements.—Well-irrigation 
meezu a considemble outlay of capital to which only a 
Yew cultivators are equal; and unless there is an assured 
supply of water, rich manures cannot be employed. The 
question of inducing the Indian agriculturist to make use 
of improved implements and machinery is sunounded 
with difBculty. The iron plough is coming more largely 
into use, but the same remark cannot be made about 
agricultural machinery in general. 

* “ Much success has, undoubtedly, been obtained 
In the Introduction of grain winnowers, cane-crushing 
machinery &c. But in recommending the introduc¬ 
tion of reaping machines or heavy English ploughs 
eaution is necessary. Heaping machines may be use¬ 
ful on large estates where labour is scarce, but the 
whole rural economy of a tract where population is 
dense, may be upset by their use- A large amount of 
cheap labour which ordinarily does the reaping is 
thrown out of employment: the gleaners lose their 
recognised perquisites. In the case of hekvy ploughs, 
the advisability of deep ploughing has first to be ^ 
proved. In both oases the capacity of the available 
cattle and the difficulty of replacing broken spare 
parts and of carrying out repairs are serious obstacles 
to the introduction of foreign machinery. As In the 
case of plants, the improvement of the local material 
which the cultivator can himself make and'repair and 
which his cattle can draw, seems the more hopeful 
line of improvement"* 

• II Agrlealtm In IndIn” by Ur. fuiM Msckenn, 
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It is woll’known that agriculture does not provide 
much scope for the use of machinery. Yet luachinery, is 
coming into larger use on the bigger farms and' in in* 
dustries connected with agriculture. Ginning and press¬ 
ing cottonj the crushing of sugarcanei pressing^ of oil 
from seeds, manipulating operations in connection with 
ground nuts, as well as the lifting of water from wells 
and rivers—^these call for the use of machinery and motive 
power. This development has given rise to a new industry 
and iron water lifts and crushers are being turned out in. 
small factories in various parts of the country. The 
increasing demand for cotton, sugar, oil seeds and the 
high prices which these command in external markets^ 
have encouraged the use of machinery in the industries 
connected with these raw materials. The following 
account of tendencies in Madras will prove interesting 

" During the past ten years the industrial tended- 
cies in the Madras Presidency have mainly exhibited 
themselves in the superoession of hand labour by 
machinery driven by power derived from steam or 
internal combustion engines. The main factor hag 
been the development of the use of the internal com¬ 
bustion engine, which enables gmall quantities of 
power to be generated both cheaply, and by methods 
which requirQ,no great amount of technical skill to 
supervise. In the deltaic districts, of Godavari, Sistna 
and the CauVUry, which ate almost wholly given up 
to the ottltlvatlou of paddy, the primitive methods of 
husking by hand have to a large extent been snperoed- 
ad by modem maohinery. As the result of measures 
deliberately taken by Government, there has been a 
similar application of motive power on a small scale 
to the raising of water for irrigation; and finally as 
the reeultr^rtly of direct Government assistanoe, and 
partly of projressive private effort, a number of what 
may be termed rural factories have oome into exist¬ 
ence, which use maohine prooesses usually on the 
emallest scale that it Is praotioable to employ them. 
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. Such fMtoilea employ maohlneTy for ginning cotton, 
oraeMog ellga^oane, extracting palmyra fibre, preai' 
ing oH seeds, and catting timber. In the towns power 
is being elmllarly employed In an even more varied 
manner."* 

Id' towns and cities, machanical power is being 
employed for pressing oil, malting fiour and for similar 
other purposes. Flour mills are becoming very popular 
with the mass of people ia towns, and gins have almost 
entirely superceded the domestic industry in which women 
were engaged. How the small industries may be improved 
if capital is made available to the artisans on easy terms 
is demonstrated by the way in which the sewing machine 
has come into extensive use in the tailoring trade during 
the last generation. 

54. Indlsenona Sapltal— It is impossible to form 
a correct estimate of the amount of the capital employed in 
thd different industries in India and to say what increase 
there has been in its quantity within recent years. There 
is no doubt about the fact that more capital is being 
invested in new industries which are rising on all sides, 
and the people are coming more and more to appreciate 
the advantage of lending their savings to industrial and 
commercial concern^ The very failure of numerous 
banking, manufacturing and commercial concerns during 
the past few years, is eloquent enough in this respect as 
it shows the weakness and strength of modern Indian 
industrialism. 

If the small improvements which are being effect¬ 
ed here and there are omitted, we may say that there 
is no appreciable increase in the amonnt of capital 
invested by the people in the agricultural industry and in 
the small handicrafts. It is only in the i^nufacturing 
Industries that a remarkable development has taken place 
in this respect. Excepting the cotton industry of Bombay, 
however, and other industries of extremely moderate 
* Omm Rtpoit, iSli I pt(i 4i7. 
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dimensiooB elsewhere, they owe their rise and* proaperit} 
mainly to European im'tiative and capital. 

Almost the whole capital of the cotton mills, amount* 
ing to no less than twenty five erores of rupees, has 
been raised in India. The tea plantations which have a 
little larger amount of '»pital invested in them, are most 
of them joint stock concerns registered in the United 
Kingdom. The jute industry with a capital of more thad 
twelve erores, is also financed by European capital. In¬ 
dustries connected with wool, silk sugar, paper, tiles &c, 
have also absorbed considerable capital, some of which 
is Indian and there is much scope for expansion in this 
field. The value of mineral production in India is steadily 
increasing, and the bulk of the capital invested in the 
coal and gold mines has been imported. The fact is that 
the large quantities of capital which are required fos 
manufacturing and mining industries are not available in 
India, and they are not forthcoming because the enter¬ 
prise, the expert knowledge and the organizing capacity 
as well as the facilities which are necessary for the, 
establishment of such concerns, are practically absent 
in India. 

A remarkable exception has been recently provided 
by the Tata Iron and Steel Company which was floated 
in 1907, with exclusively Indian capital of more than two 
mores of rupees. This undertaking is being further 
expanded and there will be no difficulty in getting the 
necessary capital. The fact is that there is considerable 
latent capital in the country which may enable enter¬ 
prising people to start new industries provided they can 
inspire confidence. The history of manufacturing, corn- 
mercial and ba^ng concerns which have been floated in 
recent years, proves that the sources of Indian capital 
have not been properly tapped and that they are calcula¬ 
ted to yield a rich barest. Sound concerns unfier the 
nMmagement of experienced and well-known induatrialists, 

U 
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rarely fail to attract the requisite capital, most of which, 
hbwerer, comes from the commercial and the professional 
olasses. 

95. The Hoarding HaUti—Much has been made 
of the hoarded wealth of India, and exaggerated views 
are held about its size. It has been estimated at any¬ 
thing between 500 and 800 crores of rupees. By hoard¬ 
ing is, of course, meant the habit of allowing wealth to 
lie idle and of making an unremunerative use of what 
might have been employed in the further production of 
wealth. Some wealth of this description in India may 
certainly be converted into capital, and the spread of 
education, the growth of the saving habit and t^ provi¬ 
rion of banking facilities may be calculated to bring about 
this change. On the whole, the people of this country 
me thrifty, and certain classes habitually practise thrift 
and do lending business. 

Sven taking the highest estimate of the so-called 
boarded wealth of India, we find that its amount does not 
exceed Rs. 25 per head of the population, that is, about 
one year’s average per capita income.* A large part of 
the total obviously consists of the jewellery of the princes 
and landlords, and the share for which the bulk of the 
population is responsible, must be extremely small. 
Apart from the fact that every pie of the hoarded wealth 
is urgently requited for use as capital in the country, the 
total amount is as nothing compared with the hoards of 
other countries. Fondness for pomp and show is u- 
herent in bnman nature, and Indians are not different in 
this respect from other people. 

*Io tfi irucle contributed to tiMlaAfaia, Ur. A. C. Ghitterjet riunn 
thet the *confitlMibeerdtfoC Indie ere eoaythttdiqrithet ’eccording to 
fnl orthni^ee nedi fay eoapetoot obeemrii eneh nfmge do not oeoedtcifiveii 
OBthevrereii of the whole pepnlatioa. He ii hellued to tUaktbat *trm 
npea per heed li perhepi a man coneit dgme nod tfali would anovut fa the 
aggngati to a handled nilliaBitcrlfag fathi whokoC India.* 
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The habit of hoaiding is fostered by insecurity and 
the absence of a strong goTemment and by a love of 
ostentation and display. The hoard of an average family 
in India consists of the trinkets on the persons of women 
and children and rarely of men. Education will cure the 
Indian population of this love of ornaments but even in 
progressive countries fashion dictates the locking up 
of a large amount of wealth in jewellery. In India 
jewellery has been the average person’s bank which yields 
no interest and does not always ensure security. But it 
is the easiest and the most convenient method of saving 
and keeping wealth, in the absence of a knowledge of 
the advantages of banking. The trinkets are given as a 
pledge to the money-lender and on their security loans 
are raised. 

Even people of the middle class have often to resort 
to this method of raising capital. As soon as the purpose 
for which thb jewellery was pawned is fulfilled, the 
profits are once more converted into ornaments. With 
the establishment of peace and orderly Government 
under British rule, has come security of life and property, 
and ornaments need no longer be the deposit bank of 
any class of people. But it is ignorance and a lack of 
banking facilities that still stand in the way. Our 
princes, chiefs, ubblemen, jamindars and other wealthy 
people have not .yet became familiar with modem methods 
of commerce, industry and banking. They are slowly 
coming to understand the benefit that may be derived 
from the investment of their surplus income in industrial 
enterprises and that is a very hopeful sign. 

56. eondltlow of Savlag.— There are other 
conditions Uigsides security of property which make 
accumulation' of capital possible. The Income of in- 
dividuals and communities must be sufficient to enable 
them to lay by wealth for future use. Foresight and 
thrift are also equally necessary. There are people who 
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take no thought of the monow and do not realise the 
importance of providing against a rainy day. The ambi> 
tion to live a life of independence and ease and to make 
provision for the proper bringing up of children, is like* 
wise an important factor. In backward communities and 
classes these motives are absent or feeble. Instances are 
not wanting in India of persons who will stint themselves 
to provide for the education of their children or to leave 
to them a decent source of income. The indebtedness of 
t&e common rayat shows that this motive is not strong in 
him, but it is more the result of his poverty than of 
extravagance. 

Under the modem industrial organisation, wealth is 
coming to be concentrated in a few bands, and the 
margin for saving is so large in their case that they do 
not know what to do vrith the surplus. Profits of com¬ 
merce and industry which have been very high owing to 
^r in large cities like Calcutta and Bombay, return in 
part for investment as capital. There is no true abstinence 
in their case because there is no sacrifice involved. People 
will not also save unless they have the means of securely 
depositing their savings or can use them remuneratively. 
There must, therefore, be sufficient scope for investment 
as well as satisfacto^ provision for the safe keeping of 
the savings, large and small. These opportunities are 
now opening out before all classes in India, and co-opera¬ 
tive societies, joint stock companies and commercial under¬ 
takings which are rising up in all directions, are an 
unmistakable proof of this development. 

That the motive to save has not been very strong In 
India and that the tendency to spend on ceremonies and 
festivals is marked among the people, may be readily 
admitted. But we must point out that the,sews usually 
held in this connection are exaggerated. E^f. Marshall 
thus says 

“They make intermittent provision for the near 
fntnrs, bat seaioely any permanent provision tor the 
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distant fatnre; the great engineering works bf whloh 
their prodnotlee resoaraes have been so much increas¬ 
ed, haye been made chiefly with the capital of the 
much less self-denying race of EngllshiMn.’’* 

Prof. Marshall does not know that roads, wells, tanks, 
canals, waterways and other works were constructed with 
the sayings of the Indian people long before British 
capital could come to this country, and these old works 
are a monument to the patience, foresight and self-den^l 
of the misunderstood Indian races.f And it may be 
asked, when did the race of Englishmen begin to ao- 
cnmnlate capital in large quantities and to lend it to 
other nations ? It is so unscientific and grossly unfair to 
judge a poor and backward people by the standard of a 
wealthy and adyanced nation and to apply the same test 
to peoples differently situated, politically and economi¬ 
cally. 

57. 6a^tal as a Power.— The conflict between 
capital and labour, which has become extremely keen in 
Western countries and the socialistic moyement which has 
spread widely in the world, show what a great power 
capital has become in modem times. Capital is only otie 
of the factors of wealth production, but it so dominates 
the economic organization of the present day that the 
modern industrial regime has been characterized as 
capitalistic. Though the theories of sodalists like Karl 
Marx, according to which labonr is the sole cause of yalne 
and is therefore entitled to the whole reward of prodnctiom 
are exaggerations, they only indicate how strong is the 
feeling of resentment that has been aroused in the 
minds of workers against the wealth and power of those 
who command capital and, therefore, labour. It is the 
concentratiQi^ of capital in a few bands and the wage 
system under .which the workers feel that they are robbed 
of their due reward by the employer, that haye led to the 
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rerolt of labour, and it is to fight organization of capital 
thgt workmen’s assodations bare been formed. 

In India indnstrial organisation is yet mostly of the 
simple kind. The Jamindar or the big landlord is a 
capitalist and wields enormous power. The money lender 
is also a capitalist whose capital is, however, lucrative 
capital. He is very often looked upon as a great tyrant 
bemuse he exacts enormously high rates of interest for 
the capital he lends. The borrower seeks a loan for 
purchasing necessaries of life or the raw materials and 
implements of his industry and by mortgaging his land and 
pledging his trinkets often becomes the slave of the money¬ 
lender. As he can command labour, the capitalist, whether 
urban or rural, must wield considerable power, and work¬ 
men, ignorant and unorganized, are at his mercy. Like the 
Jewish usurers of Europe, the Indian money-lenders have 
acquired a bad name, but it will be unjust to tar the whole 
dass with the same brush. If some money-lenders are 
extortionate and harsh, others ate kind and considerate. 
And the village money-lender is the friend of the rayat 
add the craftsman. The Famine Commission of 1880 
observed:— , 

“However just may be the terms of abhorrence 
applied to the “Marwari" or foreign usurer, it must 
be remembered that he is the prodnot of a diseased 
oondition of the community. The like condemnation 
must not he extended to the village banker of the 
better class, with whose useful services the rural 
communities of India have at no time been able to 
dispense.” t 

The relations of capitalist and workmen are mostly 
regulated by custom, and it is only latterly that labourers 
have become conscious of their rights They are slowly 
becoming independent as varied avenues of work an 
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being opened to them. The deTelopment, is therefore, 
from status to contract, and is the result of changing 
economic conditions. 

58. Foreign and Indlgenonn eapltnl.— We have 
already pointed out that most of the large industries in 
India, particularly the manufacturing, mining and plant¬ 
ing industries, are financed by foreign capital. For the 
construction of such public works as railways and canals, 
the State has adopted the policy of attracting British- 
capital. The country has surely benefited by this policy 
in as much as those productive works could not have been 
otherwise carried out. Loudon is the largest source of 
capital for British colonies and foreign countries and 
England had on an average, before the war, about Rs. 300 
crores to lend every year. 

» * 

Capital has become cosmopolitan and also cheap in 
western countries. The railways in the colonies and 
countries like China and Turkey have been constructed 
with the help of English and French capital. Dissat^is- 
faction is often expressed in England that so mm-h capital 
goes out of the country every year to fertilise foreign 
countries and that indigenous industries have to starve. 
It is obvious that for several years after the dose of the 
War, capital lyill be ;caree and dear and India will be 
thrown upon her own resources. In one way this will 
not be an undesirable effect as saving will thereby be. 
stimulated and larger amounts of indigenous capital will 
be available for our trade and industries. 

The benefits which the importation of foreign capital 
has conferTK upon the Indian people, is duly recognized, 
and any opposition to the employment of foreign capital' 
as such will be unreasonable. Capital, like labour, must 
be paid its price, and if a country does not possess capital 
of its own, it must import it. The objection, however, is 
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raised, at baa,been well said, not against foreign capital 
but against tte forngn capitalist.* 

“ The great mistake to be guarded against is that, 
because certain capital used in India is foreign, it 
must, therefore, do harm to the eountry. It has, of 
course, to be considetsd that we ought nottopaj too 
high a price for it."t 

' Mr. Dutt characterises the employment by the State 
■of foreign capital for its railways as an instance of 
' the right use of foreign capital,’ and equally right will 
be its use if only interest had to be paid on it and it 
were employed by Indians who would derive all the 
profit out of its employment. He therefore goes on to 
tAserve;— 

“But when we turn to the petroleum industry in 
Burma, the gold mines of Mysore, the coal mines of ' 
Bengal, the tea and jute industries, the carrying trade 
by sea and the financing of our vast foreign trade by 
foreign banks, we come upon another and a less iavo* 
rable aspect of the question of the investment of for¬ 
eign capital. It is impossible to estimate accurately 
the amount of wealth that goes out of the country in 
this manner, though an approximate idea can be had 
of it from the ezoess of our exports over our imports 
after omitting Oovemment transactions.'’ 

Mr. Dutt quotes Mr. (now Sir Thomas) Holbind in 
support of this view. Speaking of our successful exploi¬ 
tation of the petroleum fields of Burma the latter observed 


* BeaidM the dtadTutait ot the eaplojineiit of bnl|ii eepitit, Cut Its 
pceftsgooiitflltheooaiitrj, thenli inother, tie. Out fiirdsB cepitaliiti ibove 
etmig tsndtMj to oppoee maesne ot politlool ond other nferflririileh, in their 
opinion, ee» n U nil i t ed to Utmton the eeentitp ot their Inreetments hot which, In 
innlitp,nrenccnieatylertlineoononiic dnnlopeMsi ot the conntry. Ihearar 
■cnpltnlIndnofnr’ leettoqmntlphenrdnciheerp ‘tnligios IndainT' when 
qantUnn) nt rntoim em mooted. 

f 8. C. Ikilt: Cnloitts IndsBlrlnl Coeitniea iSnS. 




UAniAL ABS JSAHB. IM 

in a paper read before the Induatrial Conference in 
1905 

*' The one regrettable feature is the fact that' the 
capital required to drill the deep wells had been raised 
in Jilurope, and the profits consequently have left the 
country- In the petroleum, industry as in so many 
other enterprises of the kind, India will continue to 
pay such an unnecessary and undesirable tax as long 
as those in the country who possess money will not 
risk their reserve fund in industrial purposes.” 

59. Capital and Banks. —The subject of bank¬ 
ing and credit will be separately dealt with in a sub* 
sequent Chapter. We have to refer here to the facili¬ 
ties that at present exist and that must be provided in 
order to make industries more productive and to assist the 
starting of new industries. During recent years, banking 
has made considerable progress in India in spite of the 
failure of several indigenous banks in 1913, The bfg 
concerns of the western type viz. the Presidency Banks, 
Exchange Banks and Indian Joint Stock Banks are almost 
exclusively concerned with the financing of trade. All of 
them receive deposits, make loans and deal in bills of 
exchange, the second class of banks buying and selling 
foreign exchange, besides. The total deposits of the 
three Presidency JBanks were nearly Rs. 50 crores in 1916, 
and the corresponding figure for the Excliange Banks was 
38 crores. The * deposits of prindpal joint stock banks 
amounted, in 1916, to about 25 crores. 

There are, besides, Indian shroffs and bankers who 
likewise finance internal trade. The savings of the peo¬ 
ple are, however, deposited with the above named banks * 
and with Postal Savings Banks, the deposits in the 
letters amounfing, in 1916-17, to Rs. 16^ crores. Co-opera¬ 
tive credit banks come last with only Rs. 7{ crores as 
deposits. The banking habit is certainly growing upon 
the people, and the war loans and cash oeitificates have 
u 
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pmldedaTery mefol practical leason of the advantagei 
of putting eren amall aavin^a in a bank. More banka aroi 
however, needed and they muat be acattered all over the 
oonntry, eoUedting small amountaand lending them for 
productive puipoaea. 

The banka do not reach the amall cultivator, crafts* 
man and trader and if co-operative banka are excepted, it 
may be atated, that the rural and urban aowkara are the 
source from which loans are obtained. These money 
• lenders charge exorbitant rates of interest, anything 
between 10 and 100 per cent, and it is not a wonder if the 
debtors are ruined instead of benefiting by the loans of 
capital. The Tata Industrial Bank is a step in the right 
direction and will supply capital to new industries. Many 
such banks are required, independent or state-aided, for 
the financing of industrial ventures. 

‘ As we have observed above, the greatest need of the 
hour in India is that of banking fatuities in all parts of 
the country and of industrial as well financial capital 
which will be easily available even to classes of small 
producers. The assistance j[rendered by the Presidency 
Banks is absolntely inadequate, and more banka must be 
started and scatter^ all over the country. These may 
not, however, be able to give credit for long periods as is 
required for industries, and special industrial banks will 
have to be established with State assistaace. There is so 
muohStatemoney lying in the Reserves of the Govern¬ 
ment, and it may be made available forthe encouragement 
of indigenous i^ustries. Crores of rupees belonging to 
the Paper Currency and the Gold Standard Reserves are 
lent in England; they may be kept in India and placed at 
the disposal of enterprising men in this. country, of 
eourse, with the necessary safeguards, this supre¬ 
mely improtant object should be attained, whether by the 
institution of a Stats Bank or otherwise, is a subject 
.worthy of the closest attention. There can be no doubt 
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■boot tlw foot that the existing financial machinery imder 
vhlch village and town sowkars and ahroSs, joint 8to(k 
banks, Presidency Banks and Exchange Banks, tdgether 
with ^ comperative credit societies and tfle GoTemment, 
which gives loans to agriculturists for improvements, 
supply capital to Indian trade and industry, is unequal to 
the requirements of the economic progress of the country. 
Take for instance the agricultural loans and advances 
given by Government to cultivators under the Land Im* 
provement Loans Act of 1883 and the Agriculturists'. 
Loan Act of 1884. 

“ The former enaotment authorises the grant of 
loans by local offloers, subject to rules laid down by 
the local Govern nents for the purpose of making any 
Improvement, an improvement being deSned as any 
work that adds to the letting value of the land. Wells 
take the first place among such works. Loans are 
repayable by instalments and recoverable generally as 
If they were arrears of land revenue. The Agricul¬ 
turists’ Loans Aot makes similar provisions for 
advances for other purposes, not specified in the Land 
Improvement Loans Aot but oonneoted with agricul¬ 
tural objects, including the relief of distress, the pur¬ 
chase of seed and oattle. The rate of interest on 
Government advances is 6 ^ per cent. ( one anna in 
ths rupee) or less, as compared with 12 to 24 per oenb 
or more exacted by the village money lender; but 
advances are made only for specific purposes, they 
entail more formalities than the village loan, and the 
repayment Is enforced with greater rigidity, so that in 
the past Government loans, though large in the aggre¬ 
gate have not had any great influence on the agricul¬ 
tural credit of the country."* 

This jllMtration shows how dcGcient is the supply of 
agricultural capital, and what is true of agriculture is also 
true of other indigenous industries, large and small, parti- 
cularly s mall. The small savings of the people, it need 

* Monl led Matoul Fngtn Report. ' 
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not be repetted, vill hare to be collected in bank* 
Mattered throughout the country and must be supple¬ 
mented with State money. In France, for instance, the 
State assists agricultural and other associations with 
capital in this way. Of course, a sound system will haye 
to be devised under which the object in view will be 
■ttained with safety to the tax-payer and consistently 
with the healthy progress of indigenous industries and 
banking. 

60. Summary.— Adopting a classification of capi¬ 
tal suggested by certain economists, we may have four 
different species of it: agricultural, commerdal, industrial 
and financial capital. By agricultural capital is meant 
not land or landed capital but the tools, manures, cattle 
&c. with whose assistance the farmer gets a crop out of 
the soil. The farmer is not able to get this capital on 
e&j terms and does not know how to use it remu¬ 
neratively. The comparative inefficiency of Indian farm¬ 
ing and the poor yield of the soil in this country, are the 
result of this scarcity of agricultural capital and the 
ignorance of the rayat. Commercial capital, so far as 
internal trade of the country is concerned, is not wanting 
and if snflBcient banking facilities are provided, this form 
of capital may become available in the required quantities. 
Crores of rupees have been spent on the construction of 
docks, railways and roads, and though there are many 
parts of the country which have yet to be opened, India 
(^nnot now complain, on the whole, of the dearth of this 
form of capital. 

Industrial capital is, however, the most important, and 
Its supply in adequate quantities is the great need of 
India. Small Industries ore starving for la<^-of capital. 
Large manufactures can be started with the share capital 
supplied by a number of individuals, and they can be 
ca^ed on on up-to-date lines. But the stream of industrial 
capital does not reach the small artisan and he has to 
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trudge through the rate of primitive organisation or be 
displaced from the economic field. There is e3i abundance 
of financial capital in India, mostly supplied by Exchange 
and Presidency Banks and, to a smaller extent, by Joint 
Stock Banks. The movement, to the porta, for export, of 
crops like cotton, jute, wheat and oil seeds, is financed on 
a very large scale by these banks which also assist the 
importers of foreign goods. 

Though it is difficult to distinguish clearly between 
the different forms of capital we have considered and the 
line of demarkation is, in many cases, very faint, the 
various forms being only aspects of the same thing, the 
need of providing capital which directly assists the process* 
es of industry is extremely urgent in India. The estab¬ 
lishment of industrial banks which will supply capital for 
the starting of new indnstiies is, therefore, urgently 
called for. Agricultural banks may also be started with 
advantage and together with the co-operative banks, they 
are calculated to render great assistance to the small 
producers who have, under existing conditions, to borrow 
at exhorbitant rates of interest from rural money lenders. 

The large industrial undertakings which have been 
recently started in the country aud are conducted under 
Indian management, show that there is capital in India, 
which must, however, be properly tapped. Foreign capi¬ 
tal is already in tise to a large extent, bnt India must rely, 
in days to come, more and more on indigenous capital. 
The habit of saving must be inculcated and the small 
amounts of the millions must be collected in banks to 
irrigate the industrial fields thirsting for capital. Poor as 
the country is, by co-operation and organisation, it can 
supply thedDpans with which to finance new industries 
and improve the existing ones. 
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6L Indnstrlal BTOlntlon.— Economist* tncethe 
development oE the organization of the producation of 
wealth through its different stages from the self*su£dng 
form to the factory regime of modem times. Production 
upon a large scale, with the assistance of large 
quantities of capital for an extensive market, Is the 
diatacteristic of the'present day. The use of machinery, 
the ease with wUch capital can he secured, and improve* 
ments in the means of communication, have pri^uced 
remarkable social and economic efiects* The cultivator 
no lon|;er produces for his own family or his own village 
but supplies, though unconsciously, the most distant 
markets with the produce of his field. The artisan is 
no longer an autonomous worker plying his tools at 
home and the owner of the commodities he turns out 
The craftsmen, as independent workers, have been die* 
placed by machinery and they have been r^oed to the 
condition of people working for a wage in factories 
owned by large oompanies or by wealthy individual*. The 
< old locil and national markets have become externdve and 
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interiutional, >nd a minnte diviaion of labour and 
concentration in production, have been the rdsult. . 

When life ia very aimple, a familp ia aelf-auffident, 
producing every thing it needa, except perhapa a few 
articlea which cannot be locally obtained. The uae of 
machinery is both a cause and an effect of a minute divi* 
sion of an industry into different operations. Specializa¬ 
tion is to be found not only in connection with separate 
crafts but also with distinct branches of the ume craft. 
This industrial evolution may be marked in the economic 
history of every community, and India is no exception to 
the general rule. The 'capitalist’ or 'factory' system 
has not,however, entirely superceded the domestic orcraft 
systems even in western countries, and this phenomenon 
is more remarkable in India than elsewhere. 

" Even now-a-days, although the factory is the 
ohaiaoteristio mode of industry, all the other forms* 
are still to be found. We see traoes of domestio indus¬ 
try in the peasants' houses where the wife bakes the 
bread and spins the flax for the household linen; and 
in some of the provincial towns where jam-making, 
ham-ouring and washing are done at home and have 
not yet become industries. In ail t^wns a large num¬ 
ber of artisans may still be found plying diverse 
trades and working for their customers as In the 
Middle Ages. Xnd there ate still manufactories which 
employ only hand labour."* 

Almost all the old indigenous industries are small 
and are carried on in the homes of the autonomous 
workers. The spinner, the weaver, the potter, the oil- 
presser, the shoe-maker are ail workers of this type. They 
own the simple tools of their trades, but have very often 
to depend iipon the neighbouring money-lender for the 
supply of capital in the form of raw materials and food 
&c. Very rarely craftsmen may combine and carry on 
the budness on the partnership prindple. Partnership 

*Gidt;PolltWBeaBOWr. 
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hai been well-known in India from very old times and ii 
generally practised in trades which cannot be well manag¬ 
ed by a single worker, though assisted by the members 
of his family. ' Autonomous producers work in their own 
homes and turn out goods which command ready sale in 
the local or neighbouring market. They will also work 
to the order of local customers, but this demand is not 
sufficient and their goods are generally purchased by the 
merchants in the locality, who send them to different 
markets. 

62> Situation In India.— 

" The arts and manufactures of India are more 
easily separable into sections, corresponding with hand 
labour and steam power, than are those of most coun¬ 
tries; for handicrafts, in spite of the mechanical 
developments of the past oentury, are still very im- 
,portant to the Indian people. The carpenter, the 
potter, the blacksmith, the weaver, the dyer, the tailor, 
the shoemaker and the sweetmeat-maker are recogniz¬ 
ed members of moat village communities. The higher 
orofts—those of artistic workers in wood, clay, stone, 
metals, and textiles—are carried on in special localities 
and in direct relationship to physical and administra¬ 
tive conditions. 'When, for instance, hand labour 
Industries are practised on a large scale they tend to 
become centralized in important towns: Steam-power 
manufactures are not in any way ind^enous indus¬ 
tries, but have been originated, and are controlled, by 
the supply of raw material and fuel, by the facilities of 
transport and by the degree of association with Euro¬ 
pean enterprise.”* 

Craftsmen working in their own homes may not of¬ 
ten be ButonomouB producers. The merchant, who is 
also the money tender of the village or town, gives out 
pieces of work to be done in the homes of the craftsmen, 
He supplies the raw material but rarely the tools, and 

* DicaBdalR^coliotsliadUitadalPnitM, i9iS, 
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takes away the finished product, paying the worker only 
i amiiii wage. The worker is thereby relieVed of all> 
responsibility and escapes the trouble inyolr^ in finding 
oapital and disposing of the finished product. But he is, 
It the same time, reduced to the position of a drudge, and 
the sense of ownership and independence is entirely 
lost. The capitalist may also set up a factory in his 
own house and require the craftsmen to work there. He 
supplies the tools and the raw material and the worker^ 
are mere wage-earners. They share neither the respon* 
libility nor the profits of the trade. 

An employer who finds that there is a good and 
steady demand for a certain kind of commodities in a 
locality, will organize an industry in this way in a town, 
or artisans may be attracted to such an industrial centre 
by tempting prospects. Rajas and noblemen used to 
invite craftsmen to their towns and to give them spedaf 
fadlities to settle and ply their trades. The immigration 
of artisans led to the prosperity of the town as well as 
their own, and the localisation of certain industries in the 
dtles of old, in the times of Mahomedan and Maratha 
rule, may be traced to this cause. 

"The silk and embroideiy industry of Poona was 
entirely due to tl^e encouragement given to the foreign 
settlers from Burhanpur, Paithan and other towns to 
earns and live under the Peishwa's protection onhouse 
sites which were granted free to them. Individual 
merchants were encouraged in large towns to open 
shops with the help of Qovemment advances.”* 

The handloom weaving industry in India is a typical 
one, and the problem before the country in recent times 
hu been how.to enable it to stand the competition of 
power4ooms. It is believed that the production of cloth 
in the Indian mills has not yet beeu able to overtake the 
quantity turned out by hand-looms and that If the weav- 

* tUSsde; iBtndnstiftn to Uio FoUtmi' Dlatki. 
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en ara anpplied with improved appliances and capitsl 
(ind if the industry is better organized, it has yet a good 
future before it. Attempts have been mode to devise a 
suitable improved loom that may be used by the weavers 
with greater advantage, and weaving classes and factories 
have also been tried. It is, however, difficult to say 
whether these endeavours have met with any appreciable 
success. 

63. Large-scale Production:—Concentration of 
capital and production of wealth with the help of machi¬ 
nery, render large economies possible and are calculated 
to yield high returns. A number of producers may thus 
combine together and the advantages of this kind of 
cooperation are obvious. Though co-operative produc¬ 
tion prevails to a certain extent in various countries, 
owing to peculiar causes, it has not made any notable 
progress. In India we have numerous associations for 
credit but there are extremely few societies for produc¬ 
tion, and in agriculture where the co-operative movement 
Is spreading satis&ctorily, this form of association finds 
little favour. The development of the factory system in 
this country has been synchronous with the growing 
application of the joint stock principle to industry. Under 
the factory system, which is the predominant characteri- 
stlo of modern times, 

'The capitalist employer not only provides the raw 
material and disposes of the finished product, but also 
eontrolsthe intermediate prooess. The machinery is so 
costly as to be beyond the reach of the workman; and 
since the machines are the property of the employer the 
building in which prcducticn is carried cn, must also 
belcngtohimandis called the factory. The laboursr is 
not his own master as in the handicraft syetem; he no 
longer owns the tools and the workshop as in the do¬ 
mestic system: all that he does is to provide the 
hnma^'labour force which is applied through machines 
and in work-places owned by the capitalist employsi. 
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The itupendoue Increase of prodnotlon which Is thus 
rendered possible reacts upon the laboured both as 
producer and as consumer. Population increases enor. 
mously, and there is a oontinual drift front the coun¬ 
try to the olty. Industrial society reoelyes its modem 
shape, and the social income is diyided into the rent 
of the land-owner, the wages of the labourer, the in¬ 
terest of the capitalist and the profits of the entre¬ 
preneur,"* 

The joint stock principle of association presents 
certain advantages: under it large enterprises requiring 
large quantities of capital can be easily undertaken and 
persons of small means find in it a safe method of invest¬ 
ment on account of the liability for losses being restrict¬ 
ed to the value of the shares hdd. 

“The company form makes possible the raising of 
capital for the very biggest enterprise. It enables the ' 
holder of small savings, who does not wish to use them 
In business himself, and who is not in close enough 
touch with business to entrust them to any private 
firm, to invest his savings remuneratively. It is equal¬ 
ly useful to the holder of big savings, since it enables 
him to distribute his capital among many enterprises 
(and countries), and so avoid the risk of carrying all 
his eggs in one basket. Since shares in joint stock 
companies are usually saleable the investor can rea¬ 
lise his property In a business without breaking the 
firm up; if he were a partner in a private firm and 
wished to withdraw his capital, either he must find 
some other capitalist to -take his place in the business 
by buying his share, or he must risk breaking up the 
firm, since it might be unable to continue without his 
capital. The joint stock company provides another 
opening for men with organizing ability but with no 
oapital.’’t 


* Stllgnm. 
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64. Joint iteek Prlndple.— It li theieadnnt- 
ages which •have led to the rapid development of com¬ 
panies formed on the joint stock principle in western 
countries and* that eumple is being followed in India. 
Most of the Kuropean industrial and ccmmerdal enter¬ 
prises in this country are joint stock concerns. RailwaySi 
mUls, faetoriesi mines, tea gadens, banka, commercial 
firms and other concerns are joint stock companies. And 
almost all new industries started bf Indians take this 
shape. 

“The total number of companies limited by ehaies 
which have been incorporated in India upto 1915-16 
nnder the laws relating to the registration of com¬ 
panies, amoonts to 7,180. Of these, 2,176 companies 
were working at the end of 1915-16, most of the 
remainder having been either wound up, or other 
wise discontinued or never having oommenoed busi¬ 
ness, BO that about 65 per cent, of the oompanies 
registered have oeased working. Some oompanies 
have also been taken off the Indian register to be 
reconstructed as companies under the English law 
with their head offices in London. All the oompanies 
registered in India have a rupee capital with the 
exoeptlon of the> Hongkong-Shanghai Banking Oor* 
poratlon which was registered in Calcutta in 1869 
with a capital in Hongkong dollars of which the 
rupee equivalent is stated. The number of companies 
at work and the capital invested in them stood as 
follows at the end of each of the last three years 

I9l>-l4. iei4-i5, iSiS-lS. 

•I^ambsotcoaptfiiei ss» l|744 1,545 i,476 

Antharinde^ltilRii ( 1 , 000 ) see 1,35,33,91 i,3o,l9,47 i,S4, 10,90 

FftU-np.oiphil Ri. ( 1 , 000 ) ... 76,S6,t8 8o,79,ifl ISy9i,4S 

The number of companies registered in ^gal is over 
two-fifths of the entire number registered throughout 
India, but the average paid-up capital per company is 
highest in Bombay, and in thb respect Burma occi^ies 
the second place, while Bengal the third, the figures for 
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the average being lespectlTely' Rs. 6,03,000, Rs. 5,08,000 
and Ri. 3,26,000. About three^ighths (Re. 3,41,56,000) 
of the aggregate paid-up capital la invested in mills ftnd 
presses, chiefly for working and pressing cotton, jute, 
wool and silk. A great number of mills and presses are 
registered in Bombay, that presidency representing 50 per 
cent, of this sum (15,02,81,000) most of it being invested 
in cotton mills and presses. Farther information on this 
point may be obtained from the following statement 
showing the distribution of the aggregate capital in the 
principal classes of joint stock enterprise at the end of 
1915-16 


Class of Companle . 


Banking and loan 

Insuianoe 

Navigation 

Railways and tramways 
Other trading companies 
Cotton mills 
Jute mills 

Mills for wool, silk, dco. 

Cotton and jute screws and presses 
Rice mills 
Flour mills 

Other mills and presses 
Tea idantlng ' 

Other plantlntl companies 
Coal mining 
Gold mining 

Other mining and quarrying 
Land and building 
Sugar manufacture 
Other companies 


Total... 



6S. Indnrtrial Bnterpriae.— The recent tendency 
in India, it will have been noticed, is for the cottage and 
small industries to be replaced by large ooncems cMtled 
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on moitl^ on the joint atock principle and with large 
qnantitiea of oapital. But the bulk of the concema have 
owed their origin and succeaa to European enterpriae and 
managing capacity. 

“ The great majority of the larger oonoema are 
financed by European oapital, and In anoh oases the 
management or direction is generally European, and 
the Indians shown under this head are engaged for the 
most part on supervision-and olerioal work...In Assam, 
where 549 tea gardens are owned by Europeans and 60 
by Indians, there are 536 European and 73 Indian 
managem. In the coffee plantations of Madras and 
Mysore the same principle is apparent The jute mills 
of Bengal are financed by European oapital and the 
managers are all Europeans; while in Bombay where 
Indian* own 110 of the ootton S'pinning and weaving 
mills and share 25 with Europeans and the latter own 
exclusively only 12, all but 43 of the managers are 
Indians. Sometimes the proportion of Europeans em¬ 
ployed in supervision &o. varies with the character 
of the work. In the gold mines, where the planning 
and control of the deep underground workings require 
a high degree of skill, Europeans outnumber Indians 
in the ratio of nearly 4 to 1, whereas in the oolieries 
Indians are twelve times as numerous as Europeans."* 

There is need in India not only of skilled artisans, 
trained mechanics and capable foremen, but of enterprising 
organisers and managers. They rnll often'rise and must 
be given opportunities to rise from the lower ranks, but 
general education and special training designed to turn 
out such persons, will also be necessary. 

66. Orgaidklng eapaelty.— An industry or trade 
started by an enterprising man is bequeathed by him to 
his sons who will carry it on on the lines Idd downi 
Several concerns ate found in India, thus going on from 
generation to generation in the same families. Customary 
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methods are adhered to and a busineBB will go on success¬ 
fully for an indefinite period of time unless it is ruined 
otter incapacity or. fraud of the managers. 

• 

“ The son of a man already established in busi¬ 
ness starts with so many advantages that we might 
expect business men even to constitute a sort of caste, 
dividing out among their sons the chief posts of 
command, and founding hereditary dynasties, which 
ruled certain branches of trade for many generations 
together. But it is not so.”t 
In western countries where modern industrialism has 
an undisputed sway, accumulation of wealth in a few 
hands has given rise to a class division often as rigid as 
that of the Indian caste. The working and other classes 
rarely get opportunities to rise in the economic and social 
scale, and capital, though it is becoming democratised, is 
still the exclusive possession of the few, because to be em¬ 
ployed in industry, it requires certain facilities which are 
not easily available. 

In India trades and industries have thus become 
almost hereditary in families and are distributed among 
castes and communities. The Farsees, the Marwaris, the 
Banias and the Khojas, who occupy a prominent position 
in the industrial and commercial life of Bombay, illustrate 
the truth of this'remark. The majority of mill-owners, 
it is said, do no( prefer to send their sons or relatives to 
technical colleges as they do not like to work with ordi¬ 
nary labourers and it is the general impression that nearly 
all the students in the technical colleges are the sons of 
people of very moderate means and that very few of 
them, if any, appear to belong to families of wealthy 
manufacturers, whose sons should be training themselTei 
to be officers in the industrial army. 

“ How are our Indian'capitalists educating their 
boys f Wealth is a stewardship, and the accumulation 
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of gnat fortnnw in Indlvidnal hands oan only be ex- 
ooied on the ground of important serrioes rendered to 
the country by those holding them."* 

What happens In the cate of the sons of a wealthy 
bosinats van is that 

“ at all sYents if they were born after he beoame 
rich, and in any ease his grand ohUdern, are perhaps 
left a good deal to the oare of domestic servants who 
aie not of the same strong fibre as the parents by 
• whose infinenoe he was educated. And while his 
highest ambition was probably success in business, 
they are likly to be at least equally anxious for sooM 
dlatinotion."t 

Business capacity and enterprise are not hereditary, 
and the system of caste cannot ensure transmission of 
these qualities. Bconomic pressure is, however, bound to 
loocen the fetters of caste which impede progress, and 
olasaes and castes are already showing a noteworthy 
adaptability of which they were supposed to be incapable. 

While, therefore, the extended provision of technical 
education for the creation of a class of trained operatives 
la necessary, and it is recognised that it is by dint of 
eharaeter and of perseverance that men must and do rise 
to higher rungs of the industrial ladder, it is believed 
that the ‘most important factors in the increased produc¬ 
tion of national wealth would, in'the case of India at 
least at present, be the leaders, managers, directors and 
supervisors of industries. It is the skill, capacity, 
and training of generals and captains which determine 
victories more than the bravery and steadiness of the 
rank and file of the army.' In America and other coun¬ 
tries highly educated University men enter business and 
are found to turn out eminently successful. In Germany 
^ecal provision is made for the training of organlxon 

* S«;arts(SglitIiIsdialritlCoa(nDH,yiai4i4. 
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and managen of industries. Under a suital)le system 
of education there is no reason vhy it should not be so in 
this country also. 

67. Small Indnstrles— The displacement of the 
cottage industries and of autonomous workmen by 
factories and machinery, is going on apace in India, and 
the prospect of the patent evils of industrialism coming 
in the wake of this modern development of large concernsv 
has caused, and rightly caused, no small anxiety to certain 
people. The tendency to large-scale production seems 
to be inevitable ,- foreign competition and growing needs 
of the people seem to require it. But the decadence of 
the old arts and handicrafts, the vitiation of public taste 
which imports of machine-made cheap goods have caused, 
the degradation of the workmen to the position of wage, 
earners, and the migration of the rural population to 
overcrowded and unhealthy cities, are evils associated 
with the factory system, and the question has been asked; 
‘Is Europe going to make Asia an East end' 1 

Advantages of the concentraction of capital and 
labour and of the use of labour-saving machinery, are 
undeniable and India cannot refuse to aVail herself of them. 
Apart from the fact that evils of industrialism may be 
counteracted by fimely measures and precautions, the 
people of this country cannot help trying to produce 
wealth with the least possible cost on the lines of pro¬ 
gressive nations. But the day for the small industry is 
not entirely gone. On the contrary, certain peculiar 
conditions of modern times themselves are lavourable to 
their continuance and growth. Popular taste requires 
certain hand-made goods, and thus varieties of dboties and 
series made by the handloom weavers have not been 
displaced by modern factories. Proximity of the market 
and of the customer also gives the cottage industry 
an advantage over the factory, and the former is now- 
a-dayi in a position to benefit by mechanical and other 
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impnmmenti which ua being made ever^ day, The 
i^ian In the west can now work In his own home with 
the halp of cheap motive power and machine tools. 

" The carpenter, if he is furnished with a very 
eheap motive power which is necessary to sat circular 
saws or other maohlna tools in motion, will be able to 
work in his house as well as a great manufacturer. In 
, this way he will be able to utilise his small group 
of maohlnes In a variety of ways, until he will 
begin to acquire a perfect command over his work 
which he could not have been able to attain, if be bad 
been a srorkman in a great factory. In spite of the 
advantages on the side of the big manufacturers, the 
small manufacturer will be in a position to compete 
with them. He will find an energstlo support in the 
collaboration of tbe members of his family and In the 
.moral element which will be the consequence of the 
work in his proper home. He will form a number of 
assistants and apprentices, or In fine, a complete in¬ 
dustrial organisation quite analogous to that of the 
ancient profeuioiu but differing from It only in the 
introduotion of the machine. The improvements of 
applied eoienoe can now supply him wiUi the motive 
powor at a very sinall cost. The modem developments 
of ths nse of slsctricity might now transmit motivs 
power cheaply to the cottage of a smdll producer.”* 

Wo have referred on a preceding page to the posubi- 
litlei of water power in this country and to the sncceu 
of the Tata Hydro-electric scheme at Lonavhu That 
nooesi has stimulated further efforts in the same direction 
and other Khemes have been undertaken. If electrical 
energy generated by water power at different suitable 
eentres in the country it transmitted over distances, many 
a home induatry may be rehabilitated and placed on a 
sound footing. The hydro-electric schemes are calculated 
to serve a double purpose tix, to supply electric power 
aad irrigate acres of land at tbe same time, and it is 
«nqpwtattbiB|glUbMa*lsl C »S w iii , Ps|ilis. 
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potdble to combine two diSennt typei of mutpallr helptnl 
industries under one and the same project.f If gas' anS 
electricity are now providing social amenities to nrban 
workmeoi there is no reason why the craftsman and the 
mechanic should not be pnt in a position to avail them¬ 
selves oi their motive power for productive purposes. 

68 . Tbe old and the Ne w.-Co-operation in purchassj 
production and sale will enable tbe artisans to overcome 
difficulties presented by lack of capital and encroachments 
of large.scale industry. The preservation of the ancient 
handicrafts of India is an urgent problem in which are 
involved tbe interests not only of the millions whow 
subsistence depends upon them and who cannot be left 
to the tender mercies of tbe forces of foreign competition 
and modern industrialism, but also of Indian culture, indi¬ 
genous arts and tbe social and economic well-being of tlM 
masses of people. 

What is wanted is capital, organisation, education 
and improved tools. "Oo not let us compete” the eshor- 
tation is addressed to us. "with Western nations by 
evolving for ourselves n factory system and a capitalist 
ownership of tbe means of productiijn corresponding to 
theirs. Oo not let us toil through all tbe wearisome 
stages of tbe industrial revolution—destruction of the 
gilds, elimination of small workshops, the factory system, 
laissa faire, pliysical dbgradution, hideousness, trnstss 
tbe unemployed and unemployable and whet may be to 
follow,”* Mr. Coomaraswami even asks if the 'tme hope 
for Indian industry does not lie in some development of 
t^ caste system itself in the village and home industriet 
of the past aided by such improvements as are needed 
e, g, the fly shuttle or the distribution of electric pcwer.’ 

These remarks raise an extremely difficult problem 
relating to the evolution of industrial organisation in 

t Sw Mtnoruidiim nbmlttid to tbs indmtitM '*—■ nlitlirtr bjr Nr. S. D 
Jaynw. 

* A. X. CoeaMMmai i lodlw liWin. 
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India. Until a few years agOj this conntry wai In the 
iame economic condition as England or France, for in- 
itance, abont^the middle of the eighteenth century. Aa a 
writer pots it, 

“ In the time of Louie XIV, when Inventore were 
already becoming somewhat numerous, espoolally in 
England, the people of Western Europe for the most 
, part continued to till their fields, weave their cloth, 
and saw and plane their boards by hand, much as the 
ancient Egyptians had done. Merchandise was still 
transported in slow, lumbering carts and letters 
were as long in passing from London to Rome as 
in the reign of Constantine. Could a peasant, a smith, 
or a weaver of the age of Csesar Augustus have visited 
France or England eighteen hundred years later be 
would have recognized the familiar flail, forge, and 
I handloom of his own day.” * 

If an Indian craftsman of the time of Ashoka or 
Kalidaia were to visit the scenes of bis activities now, 
he would indeed be astonished at the sight of the steam 
engine, the telegraph wire and the gigantic machinery 
working in a factory, but he would probably not fail to 
recognize the familiar handloom, wooden plough and 
bullock cart of his own day. 

It is interesting to see certain spots in the country 
completely westernized; in several others a juxta-position 
of the Western and the Eastern, the new and the old; and 
in most parts of the interior the ancient forms in their 
pristine integrity. The incongruity of bullock carts labori¬ 
ously threading their way through the crowded streets of 
Bombay with their small burden of a few cotton bales 
while motor cars and electric tram cars whizzed past them 
every moment, has struck many observers; but it only 
typifies the curious evolution that is going on in the 
country. The most primitive forms of industry and 

*RobinMa tad Beoids Tlw D«vebj>tD«at ofMotim Buropti Vd. 11, 
ClMpctrXVlll. 
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organization may be witnessed side by side with the most 
np-tOHiate factories and machines. 

Where modern machinery and motive power are not 
used, the industry is a homo industry and is carried on on 
a small scale by autonomous workmen. We hare indicated 
above how there is yet a considerable demand for pro¬ 
ducts turned out by craftsmen in the old fashion. 

“ Weaving mills are at the present day responsible, 
for hy far the larger part of the cotton goods used in 
India; but at the census of 1901 twenty four persons 
out of every thousand were returned as ootton workers, 

apart from those employed in mills.The hand and 

power industries occupy to some extent different pro. 
vinoes of supply; oompetition from the latter is still 
small in the case of speoial olassrs of goods and 
clothes woven from the coarsest materials, and then 
are still markets eminently suited to the hand weaver* 
whioh the power loom producer does not successfully 
contest, because the demand is too small or too 
local, "* 

69. Lines of Evolution What is true of cotton 
weaving is equally true of several other industries. And 
in the manufacture of glass, paper, sugar, metal utensils, 
vegetable oils, leather goods, woollens, silks, shawls, 
carpets and other articles, we have, at the present 
moment, a two-fold system, the modem factory working 
side by side with the domestic industry but trying to drive 
the latter out of existence. There is little scope under 
the old organization for any extensive division of 
labour and specialization, and the integration of industry 
on modern lines is not possible. 

A geographical division of labour and localization of 
industries of a sort, has, however, always existed in India 
to far as that has been allowed by the self-sufficing 
diaracter of provinces aud districts created by distances 
and difficulties of transport. Climatic, political and social 

* P s w a nM tUport on Moral »od Pwgw, i74. ' 
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nnin biought together certein dsoet at wotken (n dlk, 
iraoli metali, and gold thread and induitriei connected 
with ihawlij carpeta, Teiiela &c. became localised. Dacca, 
Benares, Delhi, Amritsar, Shrinagar, Horahidabad, Ah» 
medabad, Masulipatam and Madura thus became great 
centres of industry. Each province has a similar iudna* 
trial localisation of its own. 

, The steady displacement of these hand industries by 
machinery driven by power, and the substitution of 
' factories in the place of the domestic labour of autonomous 
workers, is the order of the day. Industrial development, 
therefore, means the starting of miUs and factories srith 
large amounts of capital. Though, therefore, the in* 
dividualistic and partnership forms of production largely 
prevail in the country, the joint-stock concerns are tending 
to multiply. The following statistics* in this connection 
will be found instructive 

Indnstrial Oensns1918-18. 

Ko. of Factories. 7,113 

Ko. of Parsons employed— 

(1) Direotlon, supervision and olarioal. 

European . 9,437 

Indian* . 60,794 

(il) Workmen. 

Skilled . ... 5,54,778 

Unskilled.. 14,80,815 

Total . 21,05,884 

Fkotoriss and other Large Indnstriea. 

1918-13. 

No. of Na of 

Faetorlas. Operatives, 
(a) Owned by Oovamment < 

and Local Bodies 158 79,938 

(&) Owned and worked by 
oompanles or indivi¬ 
duals.— 

»»ieelralAlWnKtfticBilUitlsiai>Vel.l. 
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(1) WoTktdbymtdhanl- 



ool power . 

3,880 

9,00,978 

(S) Kot worked by me- 


• 

ohanioil power ••• 

495 

77,830 


3,867 

10,58,141 

Faotoriei ooming under the Tootoriee deb 

1813-13. 

Ko. of Faotoriae. 

• ••• 

8,654 

OperatWoB Employed 

e eee 

8,69,643 

Aooidente. 

. 

4,508 

Pereone oonvioted 

. 

104 

Important Vaotoriei. 


1818. 

Cotton gins and presses 

. 

1,539 

Bioe mills . 

... 

387 

Cotton mills . 


868 

Jnte presses 

•I* 

180 

Saw mills . 


189 

Bailway workshops ... 

... 

65 

Jnte mills . 


65 

Iron and brass fonndries 


48 

Flour mills . 

• ••• 

41 


OottonUillii 


Anthntaed Paiaona 
No. oouital om^OTod Loomi BpindlM 
. (Uklii). (1,000). (1,000) 


11B78-80 to 1886-84 

... 63 

657 6 

51 

14-6 

l,61^6 

18»-80 to 1893-94 

... 187 

1161-7 

116-1 

85-5 

8465-8 

1894-9S to 1998-99 

... 156 

1419-5 

160-0 

36-6 

4,046-1 

1904-05 to 1905-09 

... 818 

1878-7 

816-4 

600 

5,649-1 

1910-11 

... 854 

8836-5 

830-8 

84-6 

6,846-7 

1915-14 

... 864 

8245 7 

860-8 

96*7 

6,6100 


Fradnotioa of yarn in niilli in Britiih Indio. 



Total PiodnoUen 

Izporti 


(Iba) 

(lbs.) 

ATetage 1906-07 to 1910-11... 

608,936,375 

328,318,890 

1911-13 

590341,667 

161,139,183 

1913-14 

64M53.677 

306^740,417 




iitsiair Eooiroiiioi. 


Fndnotion of Woven goods. 


(lbs.) 

Average 1906-qi' to 1310-11... . 

194,131,234 

1911-1* . 

252,126,207 

1913-14 . 

256,406,002 

Jnte Hills. 


Anthorisod Perions 


No> onpihl Km- 

Loomi Spiniilst, 

Ukhi u£ lU. ployed. 

1,000 1,000 

1909-10 to 1913-14 60 1300’ 308‘4 

33'5 695‘8 

1914-15 .70 m9'3 23S'2 

33-3 795 5 

Jote Manofoctores. 


Value in lakhs of Its. 

1904-05 to 1908-09 - . ... 

1,4427 

1909-10 to 1913-14 . 

2,024-8 

1914-15 . 

2,582 

Paper Hills. 


1914. 


* Ettimated authoriied Velne o£ 

No* capital 

outpat 

11 5 r5 lakhs. 82 lakhs. 

Paper Produced in 

Indian Mills. 

Imported. 

Rs. < 

Rs. 

1910 - 81,52,000 . 

... 1,10,06,000 

1912-77,06,000 . 

1,35.83,030 

1913 - 80,37.000 ... ... ... 

... 1,59,00,000 

1914 - 82,12,000 . ... 

!. 1,42,00,000 

Woollen Hills. 


Ooods Produced. 

Imported. 

Rs. 

Rs. 

1910 47,20,000 . 

. 2,92,97,000 

1912 53,81,000 . 

. 3,81,12,000 

1913 61,66,000 . 

3,84,12,000 

1914 80,09,000 . 

3,15,35,000 


70. Gute;—Tho caste organization plays -a very 
important part in the social life of tbe people. The Pan* 
ohayatofeacb caate controls the dealings of members 
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with one another in certain matters and discusses and 
decides various social and domestic questiond and infiiots 
punishments upon offenders. Rules o£ the caste with 
regard to personal conduct are made bindfng upon indivi* 
dual members, and penalties are laid down, for breadias 
of regulations. The panchayats sometimes also seek to 
regulate the industrial methods pertaining to the occupa¬ 
tions of the castes, and offences against the community 
tending to lower its corporate character are duly coiilil- 
dered. 

“The Sunars of Hushangabad have a gild pan- 
ohavat on the night before the Dashara, when they 
hold a feast, and are said to take an oath that none 
of them on pain of outoasting will disolose the amount 
of the alloy, which a fellow craftsman has mixed with 
the precious metals. The Eoshtis of Ohanda in 1907. 
proscribed a certain cloth and yam seller of the oityv 
who had offended some of their number and resolved 
to outoaste any Koshti who dealt with him." 

In his work, ‘'the Indian Empire’, Sir W. W. Hunter 
has given a brief but interesesting description of caste 
and pointed out clearly its economic and religious func¬ 
tions. He says:— 

" There is, therefore, a plasticity as well as rigi¬ 
dity in caste. Its plasticity has enabled caste to adapt 
itself to widely separated stages of social progress, 
and to incorporate the various ethnical elements which 
make the Indian people. Its rigidity has given streng^ 
ih and permanence to the corporate body thus formed. 
Hinduism is internally loosely coherent but it has 
great power of resistance to external pressure, Baoh 
oasts is to some sxiant a trade guild, a mutual assu¬ 
rance society and a religious sect. As a trade nnion 
it Insists on the proper training of the youth of its 
craft, regulates the wages of its members, deals with 
trade delinquents, supplied courts of arbitration, and 
pr^otes good fellowship by social gatherings. The 
fabrics, of msdiaval India and the chief local indue- 
u 
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trlM of our own dofi devaloped under the eupei- 
.Tiilon of odste or trade guilds of this sort Suoh guilds 
may still be found in many parts of India but not 
always with the same complete development.” 

ne •ame cansps that wrought the disorganization and 
ddcay of the craft guilds in England are in operation in 
India tcHiay, and a readjuatment of economic and social 
foToes is steadily but surely going on. But trade unions 
and other organizations have not yet taken the place of 
' the old institutions, and things are in a flux. Manufa^ 
tnrers and merchants have their organizations designed to 
safeguard and promote their common interests, but art!* 
sans and workmen are disorganized and helpless where 
the hold of the caste has loosened, as it is loosening on 
every hand. 

India appears to have had village panchayats as dis¬ 
tinguished from caste panchayats and corresponding to 
the merchant gilds of medieval Europe, We find a des¬ 
cription of such a pariihad in Manu Sanhita, The function 
of these bodies consisted in deciding on all social, reli¬ 
gious, economic and administrative questions affecting the 
village as a whole. Most of these organizations have now 
disappeared and we We survivals of oiily a few of them in 
oertain parts of the country. But the vitality of the caste 
panchayats is greater; and the less advanced a community 
the doser is the hold of that authority, on its members. 
There is but a slight analogy between the Indian caste 
and the English craft gild.* In the former, aodal and 
religicus functions predominate and in the Utter it is the 
regulation of industry which characterises the organiza¬ 
tion. 

71. Gllda and eaatesi— The English craft gild wu 
extremely exclusive and exercised a very rigorous control ’ 
over membership, apprenticeship and the general practise 
of its parti cular craft. But it is not to be supposed that it 
* Sb Hnbect ; Ha Pioph at Isdii, pogi iSa 
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had no religious and social aide of its own, and herein we 
trace a eimilarity between it and the Indian easte, thou{||h 
the English gild never made its occupation hereditary. 
That a person must be bom in a caste to bd entitled to be 
its member, is a peculiarity of the Indian ciate. And 
even in India we see instances of absorption of castes and 
the creation of new ones or of snbcastea. With regard to 
the English gilds, a writer remarks 

*' The religious side of the gildshss not so far come, 
into much prominence, but most of them had this side 
to their activities, and indeed with some, religious and 
social duties had formed the nucleus round which the 
other powers had gathered. Pageants and processions 
on certain saints’ days and formal attendance at 
worship, were part of most medieval associations, and 
more common still were alms and charities and pray¬ 
ers and masses for the souls of dead brethreiL”'t 
The idea of the inherent superiority and inferioity of 
certain classes and of the inheritable character of the 
qualities and functions of these classes did not get root 
in the European soil while in India the distinction of 
Vamas based upon qualities and actions alone, faded 
from the popular mind, and sociql divisions steadily 
multiplied as they became more and more rigid. Some 
castes do correspond to crafts, but in the case of several 

there is no such identity. 

• 

“ The same caste may embrace several crafts, and 
as a rule, Mahammadans and Hindus engage in the 
same trade, each working for his own oommnnity. 
Sometimes they take recognisable sections of a craft 
and work separately. At other times they may be 
found in the same workshop; and Hindus now often 
employ Jlahammadan orafsmen whereas formerly the 
. Hindus were the labourers and the Mahammadans the 
employers."* 

t Towntend Wuner: Luidmarks in Enliih IndiutrUl HiptQ^e 
* Imperial Guettev oC Indtep VpL 111* 
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Thai wtaren are found imoog different euteiand 
creedii and in the Punjab, 

“ In the eaitem districts the Julahes oonstitute a 
real oaste, hut farther westwards dlitinatione of race 
tend to disappear. Ehokhats and Fathane, Hiiaels 
and Bajputs, and even need)' Say^ads are found flying 
the wearer’s shuttle for their lirelibood in Jbang and 
Multan,”* 

^ Changing popular tastee, competition of foreign and 
indigenous machine-made goods and the increasing use of 
'improved toole, have disorganised and will tend more 
and more to dissolve this industrial organiation based 
npon the principle of caete. Before the advent of machi¬ 
nery and the spread of general and technical education 
ai alio the obangee which rapidly took place as a 
consequence, in lodal usages and ideas, had obliterated 
the distinctions among the different classes of work and 
of workers, even in a country like England, as Mill ob¬ 
serves, the berries which separated one industry from 
another were almost insuperable. 

"So oomplsts, indeed, has bithsrto been the 
separation, so strongly maftsd the line of demarca¬ 
tion, between the ,different grades of labourers, as to 
bs almost equivalent to an hereditary distiuotion of 
oasis; each employment being chiefly recruited from 
the children of those already employed in it or in em¬ 
ployments of the same rank wMb it in social estima¬ 
tion, or from the children of persons who, if originally 
of a lower rank, have succeeded in raising themselves 
by their exertions.” t 

A similar proceii ii clearly visible in India and enter¬ 
prising men are riling to a higher status in economic 
organisation independently of all social distinctions. Not 
only will Brahmins become mechanics, foremen, contrac¬ 
tors and engineers, but people of the lower classes also 

• UtU; >nt ladiuttU PodJiIi'. ~ 
t Princl|ilw 
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BK being enabled to organise industries and command 
labour and thus to override the limitations set'by caste, . 

The advantages incidental to caste organisation are no 
larger serviceable to persons who aspire to rise in the 
social scale or to improve their economic condition. The 
regulations and restrictions of caste are, therefore, found 
to be impediments rather than helps and individualistic 
tendencies noticeable among members of castes will prove 
destructive to those organizations. 

73. Panning. —Tbe oroanisation of production in 
India has to be studied in different aspects which simul¬ 
taneously present themselves to the view and range 
between a poor peasant's simple cultivation of a patch of 
land or the occasional land tillage combined with other 
primitive occupations of the backward races that inhabit 
the jungles, on the one side, and on the other, the manu* 
facture of the finest articles in a factory of the most 
modem type by up-to-date methods and on an enormous 
scale. Except in the case of a few big land holdings, 
agriculture is for for the most part in the hands of small 
men. 

Farming on a large seale is qnite'eaceptional in India. 

“ In the rayatwari areas of Madras, for example, 
the average size of a holding does not exceed eight 
cultivated aoTeSj while in the more thickly populated 
areas of Bihar, under the Zamindari system, the tenant 
holding averages less than half an aore.” 

Mr. Mackenna observes:— 

" In England the farmer is generally a person of 
some education and substance, farming large acres and 
capable of applying the results of his reading. The gnat 
mass of the agriculturists of India an sm all holden and 
the standard of edncation among them is, as a rule, low. 
Then an no agricultural papen to bring to their notice 
new manuns or new maohinery; in most oases they 
would not have the money to purchase them, nor the 
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solente and knowledge to make mnoh me of them 
■ when they had got them. I am well aware that in 
every provinoe in India there are not a few highly 
educated and Intelligent landlords and farmers; but 
as a rule the cultivator of India is a small holder. 
This, obviomly, oomplioates the problem. Finally, 
the idea of seedsmen as we know them in England, 
with our Suttons and Carters, is praotioally unknown. 
..Till a few years ago, the village Bania added this to 
his various lines of activity."* 

A few intelligent and enterprising landlords are 
indeed organizing their farming along more systematic 
and scientific lines; and sugarcane cultivation and fruit 
gardening, for instance, have proved more remunerative. 
Agricultural associations and co-operative societies may 
be expected to do some thing for the small cultivator by 
teaching and helping him in other ways to make his 
farming more remunerative. He may borrow capital or 
purchase seed from his society and carry out improve¬ 
ments suggested to him by demonstrations given by the 
officers of the Agricultural Department. 

73. Pragmentatlon of Land.— But the greatest 
difficulty in the way of improvement is that the bulk of 
the agricultural holdings are not economic holdings. 
Mr. Keatinge defines an economic holding as one 

"Which allows a man a ohanoe of producing 
sufficient to support himself and his family in reason¬ 
able comfort after paying his necessary ezperues. In 
the Deccan an ideal economic holding would consist 
of(Bay)forty or fifty acres of fair land in one block 
with at least one good irrigation well, and a house 
situated on the holding. The desirable ana would 
vary greatly in different parts according to oiroum- 
BtsnoeB.”t 

The average holding is extremely small, often split 
up into several plots situated at a distance from one 

* Paper ned Mon Rogrel SodeW o( Acta 
t Bent SceseBT la the Boabey Dkoo. 
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■Bother utd conwqnently it ii Bbaolutely nneconomic. 
The cultivator with such a holding cannot he expected 
to develop or improve his property and must live hi 
depressing circumstances. He must eke out a living by 
taking to other occupations and working as a wage-ear¬ 
ner either in his village or elsewhere. 

In moving a resolution in the Bambay Legislative 
Council, recommending the adoption of measures to 
prevent the extreme subdivision of land which is going 
apace, the Hon'ble Dewan Bahadur Godbole described 
several cases of lands where partition had become absurdly 
minute. In the Kanara district, there is a compact piece 
of land measuring 52 acres and I gunta in extent. 

" This land is divided at present into 40 separate 
survey numbers 14 of which are less than one acre in 
extent. The survey numbers are subdivided further 
and the whole of the 52 acres and 1 gunta are at • 
present held by 139 ooonpants. Three of these hold¬ 
ings are of 1 gunta each. I might tell the Council 
that the Council chamber in which we have met to-day 
measures 11^ guntas. This will give the Hon’ble 
Members seme idea of what a holding of one gunta 
means.” , 

The inquiry made by Dr. H, H. Mann into the condi¬ 
tion of a typical dry village in the Deccan, brings out the 
same fact into prominence.* Under such circumstances, 
remunerative farining is an impossibility, and the culti¬ 
vators have to supplement their income by doing other 
kinds of work, or to migrate to towns. Laws have been 
made in certain countries rendering possible the creation 

* ** It ii flfident fma thl» ihai In th» lufc lixtj or •erenty yw th» daractar 
oC the lud holdiogi hM lUtegotber changed. In the pre*BrItIah dayii and fft 
the days of BiitUh nile the holdingi were uniallj of a fair dtt, nuMt 
tncpieiitfy more than nine or ten acrei while radifidnal holdinga of lew 
two aerw were hardly known. Now, the number of holding! li more than 
donblad and aii^ty^aa per oena. of thoM hnidingi an nndar ttn aoee in naa, 
addle no lea than riitj par emU an Ian than fire aenii”--*Land and Lahow 
in a Damn Vm^Bi page 46. 
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of impartible holdingi of a particular size.* Increase of 
population and growing dependence on the agricultural 
Industry are as much responsible for the evil of the 
extreme fragmentation of land as Hindu and Mahomedan 
laws of inheritance and the strong attachment of the 
people to their ancestral holdings. Spread of education, 
change of public feeling and a suitable modification of 
the existing laws of inheritance, are pointed out as re- 
ipedies. But they are not likely to be efficacious unless 
new industrial avenues are opened to the people and they 
find congenial work in other fields. For an enterprising 
man to take to farming, a sufficiently large plot of land 
provided with water facilities and a decent amount of 
capital, will be needed. And fortified with these, there is 
no reason why a few of our more enterprising cultivators 
and even some of our agricultural graduates should not 
l{|ecome successful fanners. 

74. Urban and Rural laduatrleat— Small in* 
dustries will be similarly remunerative if the workers have 
the necessary training, can command capital and can keep 
themselves in touch with the latest improvements in pro¬ 
cesses. Indigenous industries, wherever they exist, must 
be improved by the‘’ptomotion of the efficiency of those 
engaged in them. In the competition of cheap foreign 
manufactures, local industries are bound to go under. 
Cloth, hardware, cutlery, paper, pottery, glass and a host of 

*Ritdiatbif cooMettoatheinteitrtiaf RpoftoCi comniittM ^pdtrttd 
dMGovfmmeatofH. H. tbeMfthinjioCBicoditoiukeprDpoidsoBtbo cos* 
•oUdotbsatimilliDd Kittvedliotdiagsia the itita. The aport rtalei that 
(l) load hM airndj boos mioute!/ nbdlvididi (i) premiive mauoni moit bo 
tiiun tad the pmeot linit of labdivutoQi mut be nieed, C^) the growtag 
mbdiiiihni ari nklQl/ doe to the opcroto o! Hindu isd other Iavi 
inheritHieei ood (4) labdivUo&i hove mode ogrlailture raeconoak aad wuteful 
bj involvtag i*Mte o( labosr wd GMle powoTi and o( load ID hedgei esd bomdHy 
Diarkiiodbr maUDg itiiBpOHlblete dig weUe aad ue laboiir*iafflDg inplt* 
DOBta. The l aw i iai t to e taeomMada that the aidnna diiianainBa oC as 
aeOaonlehoMlignvbafiiadaadalaothBlaparauMiTaAetDaj bt paaied Is 
aftit w s aD Hd at i aB at tuatlsg aaatt aod w e gf a wd i hol^aii> 
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othv utidof tamed oat in modem feotoriei muet diiplooe 
corresponding goods of indigenous make. Bdt properljc 
orgsnised and encouraged the indigenous home Industries 
map hold their own against imported articles. There are 
scattered all over the country skilled workers who can 
turn out articles of any pattern. Locks, knives, nut* 
crackers, silver ware, brass and copper utensils, toys and 
leather goods, all of a high quality and finish, are made, 
and the Swadeshi movement has given some enconragw- 
ment to these industries. 

What is required in their case is not only patriotic 
patronage on the part of the people, but better organisa¬ 
tion of production and sale. Though the railways have 
shortened distances, and brought even our villages in con¬ 
tact with foreign factories, indigenous industries still 
possess considerable advantage over them by reason of 
proximity of markets and of cheapness. As regard’s 
enterprises on a larger scale, young men who 
receive their training abroad, find it difficult to enlist 
the support of capitalists and cannot straight off 
start new industries. They do not also possess business 
capacity though they may have expert knowledge 
(which may not suit Indian condftions). Capitolim 
care more for fat dividends and high rates of interest and 
are unwilliqg to risk their money on new ventures. But 
this happy association of enterprise and training with 
capital, will be more in evidence as years pass by. Care 
is now being taken to see that the students who go out 
to foreign countries to learn, should have received some 
Bcqu^ntance with industries in this country and should 
be in a position to profit by training obtained in foreign 
institutions and factories. 

In the meanwhile, experienced business men in oom- 
mand of capital, are found to be able to float new industrial 
omoems. The experienoe gained in the existing factories 
will prove nsefol In the work of starting new ones. Ait 
u 
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thh orginlntion mnit be preceded by eiperimentation 
ind reieerch work. The possibilitiei of the raw moteriali 
to be found in abundance in the country, must fint be 
proved, and a hew induatrial acheme muat be an undisputed 
businns proposition. The State will have much to do to 
create congenial sunoundings and give direct and indirect 
assistance to industrial development. The appointment 
of experts is suggested for this purpose to Government, 
and Directois of Industries have been already so appoint* 
ed in some provinces. 

7S. Tlie Pntnre.—We cannot close; this chapter 
without adverting to the question which is raised by the 
oft.repeated statement that India is and must long con¬ 
tinue to be a country in which agriculture will be the 
predominant industry. If this statement simply means 
that there is infinite scope for the imnrovement of the 
slgricultural industry in this eouniry and it will be many 
years before it will have established in it manufactures of 
the magnitude of those of England, for instance, there is 
nothing in the observation to which exception may be 
reasonably taken. But what is resented as unwarranted, 
is the insinuation that India must be satisfied with agri- 
cditure because her *sons are incapable of starting and 
managing large manufactures and tbe idea that in the 
geographical division of labour, agriculture has been as- 
ngned to her as her peculiar province. - 

Agricnlture is a noble industry and remu¬ 
nerative too, and every nation is trying to improve 
and encourage it. The productivity of the soii 
in this country is very low and may be appreciably in¬ 
creased. Improved farming will materially add to tbe 
national income and the efforts that are being made by 
Government in the matter of supplying seed of pure and 
foperior quality for the cultivation of cotton, wheat, sugar- 
cue and other crops, ore efforts in the right direction. 
Bnt to reduce India to the condiMon of a nation of col- 
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tiratorit would be to retaid the progrets of the people in 
all directions. The existence of direrse indusitiiesi partis 
cularly those that call for the exercise of t.igh intellectual 
and moral qualities is essential for the healthy develop* 
ment of the people. 

It is a mistake to suppose that India has ever been an 
agricultural country. It had, in thj past, a splendid com¬ 
bination of agriculture and manufactures, and ita wealth 
was the result of the profitable exchange between the 
country and the town. Replying to a question before a 
select committee of the House of Coitunons, .Mr. Mont¬ 
gomery Martin observed years ago:— 

“I do not a.:{ree that India is an agrloultural 
country; India is as much a manufacturing country 
as an agricultural; and he who would seek to reduce 
her to the position of an agricultural country seeks to 
lower her in the soale of civilisation. 1 do not suppose • 
that India is to become the agricultural farm of Eng¬ 
land; she la a manufacturing country, her manufactures 
of varioue description have existed for ages, and 
have never been able to be competed with by any 
nation whenever fair play has been given to them. 

I speak not now of her Dacca muslins and her Oash- 
meer shawls, but of various articles which she has 
manufactured in a manner superior to any part of the 
world. To reduce her now to an agricultural country 
would be an Injusttoe to India.”'* 

What is, therefore, wanted is the industrial resurrec¬ 
tion of India. The ruralisation of tne country has gone to 
such a length, that the industrial achievements of the peo tie, 
their talent, and their natur ■! and acquired aptitude have 
been forgotten. The industrial and commerdal glory of 
India appears to have passed into a myth, and an account 
of t^ old indigenous industries and arts will read like a 
biry tale. Prof- Radhakumul Mukerjee has written 
an ^mirable work on the history of Indian shipping, end 
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tbanln he ihowi whet greet progrees hed been nede bp 
Indien people in thet indmtrp. He qnotee e Frendh 
writer thu 

“in endlent timer the Indiene excelled in the ert 
of oonitruoting vereelr, end the preeent Hindus oan In 
this respect still offer models to Europe—so much so 
thet the English, ettentive to every thing which reletee 
to neval arohiteoture, have borrowed from the Hindus 
.many improvements which they have adapted with 

success to their own shipping.The Indian vessele 

unite elegance and utility, and are models of patience 
end fine workmanship.”* 

This example will illustrate the inherent industritl 
capacity of Indian people and will point to the latent 
possibilitiei of the country. With systematic organia* 
ion and patient and aalous encouragement, a variety of 
industries will ria in India* making her people progres¬ 
sive and prosperous. 

76. Summary.—We have referred above to the 
different methods of industrial orgauisation which prevail 
in India as in other countries, and drawn attention to the 
requirements of the economic situation as it is affected 
by the existing organiution of production. It is not 
desirable to attain uniformity of system in this matter. 
The object to be aimed at is efficiency of production vrith- 
out detriment to the human factqr. Whether it is agrl- 
cnHure or handicrafts or manufactigre in big factories, 
the work has to be so designed and conducted that the 
highest results will be obtained. 

No one should pin his faith to largeaeale production 
alone, as in large tracts of the industrial field in India it 
is impracticable. Extanrive sugar factories on the central 

• RadbOmnd Mak<i|«i A Bitlmy tflMn SUffktmdUmUlmAaM^t 

Tbt qiwtiaa of wrintilnliit n Indhu nml fant far da WnM o( 
im matSf te padcalrr ad ol da Bapin la gaant aov looaa lugi a da 

kafaoa BashaopportaaityWmdaStditoinhitbtiUppIsf bdaaiT 
Is «Ui tamiqr.Ihi vitt bi m sMHrie M adl« a pgllM Ml. 
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tor intUnee, are ponibla in Jaw and Hanritiua 
bnt in a densely populat^ country like Indtbi intensixs 
cUltiTBtion is much more practicable and desirable, though 
farners may deriye immense advantage by eo>operation. 
A general spread of education and an easy supply of 
capital will go a long way in making production more 
efficient in farming-as well as in the ^raestic industries. 

Industries carried on on a large scale enjoy nnme* 
Tous advantages of internal and external economies and 
the present tendency is in the direction of production on 
a large scale. Undertakers, who have sufficient enter* 
prise, must receive the eo>operation of experts and capita* 
lists, and must be enabled to start new concerns for which 
there is immense scope in this counUy. For this purpose 
educated young men must be equipped with sufficient 
smentific knowledge and practical training, and a 
large class of men must arise who will be capable tif 
taking upon themselves the responsibilities of business 
management. 

There is at the present moment much misdirected 
effort and waste of energy, and the forces of scientific 
knowledge are not being brought to bear on our indi* 
genous industries and commerce. Acre of our people 
must take to business, but they must be thoroughly 
trained and equipped and ought to get opportunities to 
learn and rise. The old economic organisation is steadi* 
ly crumbling and it has to be adapted to the changing 
conditions. 

This is a very large problem, full of complexity, and 
no one remedy can be suggested for its solution. In 
fact, there are different solutions, acconUng to the nature 
of the industry to be tackled. But this much is common to 
all of them, vis. that the producer has, in each case, to 
make the best of the resources at his disposal, and every 
kind of waste has to be prevented. The producer has 
also to be supplied with improved msans, and it must 
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nmr b« forgottan that the end of all wealth-creation iii 
tftar all, the'Improvement of man. 

We elcse this summary with an extract from the 
PresiJential address delivered at the 12th Industrlil Con¬ 
ference by the Hon. Rai Sitanath Roy Bahadur 

"Another very important requisite is efficient 
hnsinees organization. Organization is the key to 
raoeaes, and the chief oharaoteristiosof modem indns- 
tiy are summed up in this one word- As regards the 
constitution of large industrial oonoemz, it is olear 
that individual ownership is, and must in the very 
nature of things be, very rare. We must, therefore, 
look to partnership, private companies and limited 
liability companies for the solution of our industrial 
problem. Hitherto the establishment of companies 
has not been very successful. This has bean due to 
■a want of confidence in the capacity of the company 
promotarsand, in some oases, want of honesty on the 
part of managers Efficiency of industrial organi- 
ia*lon depends in a vary large measure on the moral 
and intellectual qualities of the persons in whom 
control and responsibility are vested. Unfortunately, 
we Very often fi!(d that the Directorate Boards of 
many of our industrial concems are composed of men 
who cannot bring to their work expert knowledge 
which is BO essential for successful management. 
The duties of organisers of mo lern tndustry are so 
multifarious and so Important that they cannot he 
safbly left in the hands of amateurs. As a well-known 
economist observes, ' the armies of industry can no 
more be raised, equipped, held together, moved and 
engaged without their commanders, than can the 
armies of war.' Tor the proper training of such cap¬ 
tains of industry, commercial eduoaticn is essential. 
The wculd-ba captain should, besides acquiring a 
gaiural kncwledge of soonomlo soieaoe,makeaserlous 
study of the spsoial problemt whioh arise in this 
oonW regarding the tfnidttotlon, dlstrllmRoa, and 



stnouBT. 


141 


•xohanga of oommoditias. Tha oourta -of IsatniotioB 
ought to inoluda aubjaotB Ilka ootnmaTelak law and 
hiatoryibanking mathoda, Import and export problems, 
axohanga rates, transport, freight, and insuranoa, 
oompanp management, and tha conditions of markets. 
Oommerolal inatniotion is also neoesrary for those 
who are to oooupy tha positions of superintendents 
auditors, and aooountanta, and even for men who ara 
destined for the humbler positions in the oommeroial 
line. The beat agency for imparting commercial edu¬ 
cation of tha higher type, of course, is the University. 
Oommeroe forms a very important Faculty in almost 
every modem University of the world. In India, 
Bombay has already shown the way in this respect, 
and let us hope the other Universiiies will soon follow 
suit In order to prevent a misunderstanding I wish 
here to make it clear that the mere possession of a 
commercial degree will not make a man a business, 
expert. It ie the school of experience alone which 
can turn out a sucoesaful business-man. But I hold 
that oommeroial education will furnish the ground¬ 
work on which experience will build. '* 
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PBOD0OTION AND POPULATION. 

SirSSElfCXB. 

Hftlthu; An Sway m tie Prindph of Population-, nonoa: 
of Beonomiet, Vol. II ; Tioaii: ^neiploo of Beonontoh 
VoLIIt V. E. Wattol; Tlu Popnlalion PrMtm in India ; Otntral 
X^ort of tho Cmuu of India; Pniuthiaath BuujM: Slnip l« Indian 
BeonaMoiti. Londiy: Nutory ood SoouMtfw of Indian Pamimii 
Baportt of tit Pamina Oomniiiloni of 1810 and 1808-, HuduU; 
Boommia of Jodwfty; XtL. OtUa: S«par( m layalry intothaRitt 
of Prim la India -, AfrienUnral Btatiotia of Britiik India. 

77. benaa* ol Population.— Prof. Manhall trn. 
ly obnrrei 

“ The prodnotlon of wealth li but a meana to the 
'iuatananoe of man; to the eatlafaotion of hie wante; 
and to the deTolopment of hie aotivitiee, phjeieal, 
mental and moral But man himaelf is the ohief 
means of the production of that wealth of which ha Is 
the ultimata aim.”* 

We have already laid stress upon the peculiarly 
orgeat importance of increasing the production of wealth 
of every kind in India, and pointed out that this can be 
ensated by an increased efficiency of the agents of pro* 
dnetion. An increase in population is itself taken as an 
indication of the progress and prosperity of a community. 
•• In the first place," remarks Prof. Nicholson, 

" dsfsnoe is still of mote importance than opnl* 
enoe, and an Inereass in numbeta means in gansral- 
an Inorease in military power-actual or potential 
Sanally obvious is the Increase in man’s power over 
nature. Even simple combination of labour has its 
advantages, as has bean admirably shown by Ur. 
Qomme. Still greater are the advantages of oomplsi 
eo-opsrtatlon, as we see in our own days in the rapid 
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development of new countries in which the progress 
of centuries is forced into a few decades. T£e growth 
of population is necessary to the improvement of the 
means of communication and of trade; trade brings 
capital and capital and land both give for a time an 
increasing return, and thus the increase of population 
means an increase of wealth per unit.” * 

How important is the problem of the growth of 
population from the point of view of defence, has been 
demonstrated by the experience of the world-war. The 
size of the population in the bolligerent natiods has 
counted in it as a factor of priimrv iraportaneo, and for 
several years before the outbreak of the struggle, the 
stationary condition of tlie population in France had 
been a cause of anxiety and alarm. Colonies, where land 
is abundant and the soil fertile, invite settlers from the 
old world and immigration tends to augment wealth. Am 
increase in labour power conduces to the efficiency of 
production and a growth of population will augment the 
national income. A natural increase of population is 
welcomed also because it represents an excess of births 
over deaths and bespeaks peace, health and prosperity in 
the community. j 

78. Varying 0ondltlons.—It must be admitted 
that under certain conditions an increasing population 
not only denotes growing welfare but assists in the effi¬ 
ciency of the production' of wealth and, 5 ^therefore, the 
volume of the national dividend. But only under certain 
conditions. 

“ The increase of numbers may be accompanied 
by more or loss general adoption of unhealthy and 
enervating habits of life in overcrowded towns. Or It 
may have started badly, outrunning the material 
reeouroes of the people, causing them with imperfect 
appliances to make excessive demands on the soil; 
and BO to call forth the stern action of the law of 

* Fitawples at FoUtIcsl Eeanony. 
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dlulniihlng retarn u legatda raw pioduoe, without 
, having thh power of minimizing its effects; having 
thus begun with povett 7 , an increase in numbers may 
go on to its too frequent consequence in that weakness 
of character which unfits a people for developing 
highly organized industry.”* 

Prof. Marshall, therefore, concludes that it is only 
wheu certain conditions are satisfied that 

‘An increase of population accompanied by an 
equal increase in the material sources of enjoyment 
and aids to production is likely to lead to a more than 
proportionate increase in the aggregate income of 
enjoyment of all kinds,* 

All countries are not, however, in the happy con¬ 
dition in which an increasing population leads to increas. 
ing welfare. But even granting that the above conclusion 
(if Prof, Marshall applies to the majority of communities 
in the world, there is another aspect of the problem whic h 
demands consideration. Mr. Pierson observes 

“ When growth of population is accompanied by 
various oocurrenoes that operate favourably upon 
production, and the average per capita inoome then 
increases, the growth of population will have exercis¬ 
ed its harmful effects all the same; there would have 
been a far greater increase of the average income had 
there been no increase of population.”t 

As Mill remarks, 

” All the nations which we are accustomed to call 
civilised increase gradually in production and popula¬ 
tion.” 

And therefore more importance rntust be attached 
to the' side of production, inasmuch as the economic 
ideal must be to secure as large an income to the individual 
as possible. Malthus, therefore, sounded a note of alarm 
and pointed to a remedy more than a hundred years ago. 


* UiiihslU Ecnonda ot Isdoary. 
t Madpla ot Bcenonk^ 
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His doctrine has been the subject of a continued and 
animated controversy, but his position has remained 

snbuantially unshaken. ' 

79* Malthnalan Ooetrlne.— During the last few 

years production has made such giant strides as could not 
have been anticipated by Maltbus, and recent develop¬ 
ments appear to have falsified his gloomy forebodings 
that the production of food would not be able to keep 
pace with the increase of population. He had maintained 
that unless people voluntarily kept down the growth of 
population by moral restraintt, positive checks like disease 
would come into operation, making the lot of mankind 
miserable. And we are told that 

“ Everywhere we see wealth inoreasing at a greater 
rate than population—in new countries like the United 
States as well as in old oountries like France. So that 
our first concern is rather in the opposite direction.”* , 
This is true enough, and the birth-rate among the 
higher and well-to-do classes is lower than among the 
poor people. 

“ There is no question that this general situation 
-—marriage rates virtually stationary and yet declin¬ 
ing birth-rates—is due to deliberate abstention from 
propagation. Married oouples have fewer children 
than before by deliberate {ntent.”§ 

That is to say, it is the preventive check urged by 
Malthus, combined with- larger production of wealth, 
which has brought about this result which is pointed out 
as a refutation of his famous doctrine.tt 

t Bj moiml mtniat be meeat not the lioitioi; of the number of ehUdno 
in meniege but oetebecy, poetpooemeut- oC marriage and abstention from all 
moaH Telatiooihip. See Gide and Riit: A History of ficonomie 1>octriiMi. 

* Charlca Glde t Political Economy, 
f Tan^g: Prindplee of Economkn 

Tbeie conplee want to haeo all the pleunres of married Ufa but not hi 
le^oniibilUiea and they thus follow, eoQidoiuly or uneonsdoosly, the teaahmgs 
oC Met^MalthiiriaBlBn which are noty howefeft the same as the praeopte qf 
Ihltfane. 
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Admitting, therefore, that the doctrine of overiiopula- 
tion has lost its terrors for modern society and that the 
Ittress has been shifted from food to wealth and eiHciency, 
and Rtill farther that 'since man is the chief labour force, 
large numbers, indeed other things being equal, mean 
greater national strength and power,’ it must not be 
forgotten that 

' The reverse may not be true if other things are 
. not equal. A small natiop with greater produotive 
effioienoy, like England, will outrank a more populous 
country like Indio. Smaller numbers with fairly equ¬ 
able distribution of wealth are preferable to a dense 
population living in the extremes of misery and 
opulence. Mere numbers are, therefore, not the vital 
point.’* 

It must also be borne in mind that ‘a rate of growth 
igifficient to enable it to keep pace with population is not 
all that we require of production, otherwise the average 
income will never rise.’ Subsistence is not always to 
strive to overtake expanding population, but it must be 
enough to afford an ever-increasing share of wealth to 
the population as we advance. A stationary population 
need not cause alar;p. 

‘For mankind as a whole, declining birth-rates 
and lessening pressure on population mean progress, 
and not deterioration. The prevalence of habits of 
prudence among all strata moans a gain in human 
happiness. Possibly tbe time will come when this 
sort of prudence will be carried so far that population 
in tbe advanced communities will no longer increase 
at alL’S 

80. Applleatlon to ladlan Gondltloos.— The 

principles of population briefly discussed above, have got 
to be applied to the social and economic conditions of 
India with a view to an examination of the tendencies in 


* Sdignis; Privlplet at Bconomlci, 
J PineQ: PitodpiemCBmionlci. 
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this country. The teeming population of India is spoken 
of with a sense of pride and satisfaction, but it may as 
well be an object of anxiety to a close student and ardent 
reformer. Quality must matter as much as quantity In 
the case of the population of a country; otherwise a 
mere increase in numbers is a veritable danger. In India 
“the total increase in recorded population between 1901 
and 1911 was 2,07,95,000 or 7'1 per cent, as compared 
with 70,46,000 or 2-5 per cent, and 3,34,18,000 or 13‘2 
per cent, in the two preceding inter-censal periods.” 

Even making allowance for the increase which was 
due to the inclusion of new areas within the scope of the 
census operations, viz. 17,54,003, the growth of the po¬ 
pulation between 1901 and 1911, was considerable. And 
this increase has taken place in spite of the loss of life 
caused by famine, plague, malaria and other calamities. 

“In the oountry taken as a whole, there are on the 
average 175 persona to the square mile or muoh the 
same as Europe outside Bussia. In British territory 
the number to the square mile is 223 and in the Native 
States 100; the former Ogaro exceeds by 34 the density 
ratio in France and the Utter is identical with that 
in Spain. ” » 

The density of the population varies in the different 
parts of the country and is dependent upon the climate, 
quality of the soil, rainfall and other conditions. The 
following figures are instructive :— 
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"The pTedominant density faotois In India are by 
' no means those which count for most in Western 
countries, where the yariations in the population de¬ 
pend mainly on the progress made in commercial and 
industrial development In England, nezt to London 
and its environs, we find the most teeming population 
in Lancashire with its cotton mills, and Durham with 
its collieries. The density in these two counties is 
‘more than five times that in pastoral and agricultural 
counties suoh as Oxfordshire, Lincolnshire, Korfolk 
and Devonshire. In the latter the number of persons 
to the square mile nowhere exooeds 200, and in some 
it is muoh less ; and it would seem that Trunnier's 
dictum regarding Germany to the effect that agricul¬ 
ture alone is unable to support more than 250 persons 
to the square mile is equally true of England and in 
fact of all parts of Europe. Tho conditions are quite 
different in India where two-thirds of the population 
is directly dependent on agriculture, as compared with 
less than 7 per cent, in England. In large areas, suoh 
as the natural divisions which here form the basis of 
the discussion, manufactures and trade affect the 
density to a comparatively small extent; and even the 
number of individual districts whose density is greatly 
affected by the existence of trading and Industrial 
centres is still comparatively small. Moreover, while 
in Europe, as we have seen, agriculture is unable to 
support more than 250 persons to the square mile, in 
India there are some purely agrionltural tracts where 
it already supports three or even four times that num¬ 
ber and others where it cannot support a tenth of it.''*> 

81. !• there great Preeaare ?—The growing 
pressure of the Indian population on land is admittedly 
t serious problem, and it has been adverted to before.f 
If agriculture alone is unable to support more than 250 
persons to the square mile in Europe it is difficult to 
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understand how in a country like India where agriculture 
is the main industry of the people, a larger Yiumber cap 
be supported without great hardship. But we are told 
that 'a 6fth of the total population of the country is 
congregated on less than a twentieth of the area, where 
there are more than 600 persons to the square mile; a 
quarter more on a twelfth of the area carrying from ^00 
to 600 per square mile and nearly a fifth on an eighth of 
the area with the density between 300 to 400; and it is 
pointed out that ‘nearly two-thirds of the total popu¬ 
lation of India occupy only a quarter of the whole area, 
while the remaining one-third is scattered over three- 
quarters of the area which is still very sparsely inhabited 
and nowhere contains as many as 200 persons to the 
square mile.’ 

This and the other arguments which are advanced* to 
lend support to the view that in India populati on does not an& 
need not press on the means of subsistence, have been care¬ 
fully examined by Mr.Wattal in his most interesting broch- 
curet and shown to bo erroneous and misleading. Except 
perhaps in Central Provinces and Bsrar,no further agricul¬ 
tural development seems to be possible, and certain areas 
are still sparsely populated because thAy are poorer, rocky 
and inhospitable. If 500 or 600 persons are packed in an 
area of a square mile in some provinces it is because they 
are resourceless and their ^standard of living has become 
extremely low, and not because land can really support 
such a number. Thus with regard to the Konkan districts 

• See W. W. Hunter*! Britiit Emfln, Page 85. 

Hunter obnemi that hndii pleotiCul is the Native Staten and migntloa 
a( the populatien from congeited areaa to thane part! in tequind. He ramarkn, 
hneeTer; — ‘‘ In nome part! of India) thin change in the relation of the peo^e to 
the land hen taken place before our own eyes. Thus in Bengal, there wan in the 
last century more cultivable land than there were huabandmen to till it, A 
hndred yean of British role has reversed the ntio t acid then an now in noun 
^ntrieta men people than then in land for them to till. This change has produced 
a sQaut nnlulion in the rural eeonomy of the Province.” 

tXl-popd-i«Pnhte.inIudim 


152 


IiroiAK EooiroHiaB. 


of the Bombay Presidency, the latest Census report re¬ 
marks that ia proportion to its cultivable area, the Konkan 
supports a larger population than any other division. The 
soil is not especiaily fertile. 

" There is a thriving fishery industry, and natives 
ofKatnagiri and Kulaba are employed as police sepoys, 
ohoukidars and labourers in Bombay and lasoars on 
ocean steamers and they remitalarge portion of their 
,earnings for the support of their families at home," 

It is in this way that the populalion of the Konkan 
with 227 persons per square mile is supported, and it does 
not argue any remunerative character of agriculture there. 
Several other tracts may be found to disclose a similar 
phenomenon, and one would be liardly wananted in 
indulging in optimism with respect to the productive 
possibilities of a majority of provinces. 

83. Pood Supply.— Mr. K. L. Datt's investigation 
into the causes of high prices, revealed the fact that 
during the period under inquiry, the population of the 
country was growing faster than the food supply. He 
maintained:— 

“ Considering the growth of the population and 
the increase in thwexternal demand, the supply has 
been short during the greater part of the period em¬ 
braced in the enquiry. The demand for both internal 
consumption and exports having increased at a quicker 
rate than the production of food grains, it is only 
natural that the general level of prices of food grains, 

over a seriee of years would rise although in a parti¬ 
cularly favourable year it might have fallen to some 

extent. The food supply in India compared with the 
demand, both internal and eiternal. reached its lowest 
level in the quinquennium 1905-09, and this shortage of 
supply has doubtless contributed, in no small measure, 
to the unusual rise In prices during that quinquen¬ 
nium.”* _ 
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A comparison of the growth of population and of the 
production of food grains, is presented in the' following 
table, in which index numbers representing the increase, 
are given;— 
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In their Resolution reviewing Mr. Datta’s report, the 
Government of India stated that the statistics on which 
reliance had been placed and had to Ife placed, suffered 
from the fault of inaccuracy^ and that inferences drawn 
from such data much be taken with an amount of re¬ 
servation. They, thereforp, presented their own figures 
which, in their opinion, were more reliable, and conduded 
that there was “ an almost predse parallelism* between 
growth of population and extent of cultivation”, and that 
»the only interpretation which the figures can bear is 
that the correspondence between the two has been sub* 
stantially maintained." Government also pointed out the 


* Lord Canon nlu hid pointed to a nmilar paraUeliui in iSoi in ntening 
to tbi growth oltoodiupply during tho piKodingtnenty peon, eo that taking 
tha moat bfounbla aiew of the lituation we can only onnelTea with the 
ccBdnrion that we an not going back but haae been aarUng time tor about 
tUityfin yaen. 
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{uither coniidention that ezteniion of inigation moat 
lum niulUd in an improTement of the outturn and that 
the doTolopment of communications must have had the 
eSect of enhandng the " effidency" of the aggregate of 
food production. 

Sven admitting the view here presented as correct, 
we cannot feel that the situation is satisfactory, because 
It amounts to this that the increase in food supply is just 
rible to keep pace with the growth of population. But it 
is argued that " the real problem as regards a country so 
situated is obviously to determine whether the purchasing 
power of the people generally has increased " and that 
the high prices of Indian exports in foreign markets have 
enabled the Indian cultivators to purchase larger quanti* 
ties of the necessaries of life from abroad, which is 
tantamount to a larger production of wealth in this 
dountry. And Mr, Datta observes that, 

" India has now to part with much lese of her 
produce to meet her foreign obligations for the simple 
reason that her produce has risen in value in European 
markets.” 

It must be borne in mind, however, that so far as 
food grains are concerned, with a shortage of supply and 
prices ruling high in the Indian markets, they have never 
been imported in appreciable quantities from abroad. 
Government argue that the mternal supply did not require 
to be supplemented by imports. But the true explana¬ 
tion seems to be that the Indian population must have 
been underfed and that it did not possess purchasing 
power sufficient to enable it to supplement its stock of 
food grains by forrign imports. 

Higher prices of food grains cannot adequately com¬ 
pensate the Indian producer for the growing pressure of 
the population on the soil, because the geiural level of 
prices has gone up in Tndiu and the share of the cultivator 
In whatever benei^t may accrue, is, for obvious reasonsi 
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yay alight. If more months have to be fed vrith the 
tame or nearly the same quantity of food, the'pricei mutt 
rise, and this rise cannot be an object of congratnlatlon 
or of consolation in view of the fact already noted that the 
closing of the other industrial avenues is driving many 
people on to land. To maintain a growing populatiooi 
the soil must be made to yield more and the production 
of food grains per acre must increase owing to intensive 
cultivation. Agricultural improvements effected during 
the last few years have not augmented the yield to an 
extent of which account may be taken.* 

Apart from the commodities obtained in exchange for 
the raw materials exported from India, the productive 
power of the people cannot enable them to supply them* 
selves with necessaries of life in a sufficient quantity. 
Industrial spedalization, under normal conditions, has its 
advantages and there is nothing inherently undesirable A 
a country exchanging its special products for those which 
are produced by other countries under peculiarly favour¬ 
able circumstances. But India’s dependence on the sole 
industry of agriculture which is in a very backward con¬ 
dition, amounts to a danger and has contributed to the 
decay and poverty of the people. 

83. Population and Pood.—We cannot here enter 
into a detailed calculation of the agricultural and non-agri- 
cultural income per head df the population in India. Wide¬ 
ly varying estimates have been made and so complex and 
difficult is the calculation that one would not be entitled 
to pronounce any result as even substantially correct. 

* my it a eouerrttWe crtimates clum that tht inereaM to tbo viliia 
oEUmigricaltv^pnidueti allodia u a reiuU of tiMtUbom of ha Afrinltaidi 
!• airoady aboat 3} crorei aonaally or over £ fl ,30(^093# TUl If 
tbo Tanlt of only ten yoan* v. rk, and it muft ba lamaniberad that atay yaar 
will dtow a prognsdya inotaae.*''—Mr. Blaekenoa i Agrienltnre fa India. 

Tho aomal valne of the ^cultural predate of BrltUi India la roti|hIy 
e rtiwat od at i,Soo erorea of rupeea. Ra. 33 crorea moana an addition of 3 /Sq 
p« MDt. tQ tha aoDBal total a^cvltnnl prodadionl 
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Bnt w far u any rough estimato may be madei the oalon* 
lation does not point to the condusion that a aatiifactory 
Improvement has taken place in the economic condition 
ol the people during the laat few years. We do not know 
how Mr. Mackenna came to the conclusion that the 
< annual value of the agricultural produce of British India 
is taken at over 1,500 crores of rupees ’ that is about 
Ss. 45 per head of the population. And on this calcula* 
tion, the total per capita Income would be about Rs. 70. 
Dadabhai Navroji calculated the income at Rs. 20 per 
head of the population. Lord Curson's estimate of the 
average income * of Rs. 30, in 1901, is well known, and 
Mr. Crammond now puts it at about 37 rupees. We are 
inclined to accept this last estimate rather than the other 
though, as we have observed above, even an approach 
to accuracy is difficult to attain in this matter. 

The Famine Commission of 1880 gave the following 
etatiitics 

Population ... 180,350,000 

Food Crops Area ... 166,250,000 (Aeres ) 

Outturn. 51,530,000 (Tons) 

Consumption . 47,165,000 ( „ ) 

Surplus ...' . 5^65,000 ( „ ) 

The Commission conduded 

“The agricultural and trade statistics of the past 
twenty years justify the oonolusion that the increased 
production of all sorts has, upto the present time, more 
than kept pace with the requirements of an increasing 
population, and the known large area of land which 
may still be brought under profitable cultivation and 
the poasibilitiea of securing increased production by 
means of improved agriculture and extended irrigation 
afford reasonable grounds of confidence for the future.” 

* The snie yield o( •giieiiltoal pradsie mntf oot he eon f oended vith 
ioae ehlch {■ cecluin el the ceel o( Bat the two do sot Ma te 

be ehnjt diitiaguiiM. 
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The Famine Commission of 1898 also gave cones* 
ponding figures:— * 

Population.215,627,181 

Food Crop Area. 180,421,323 (Acres) 

Outturn . 68,069,972 (Tons ) 

Consumption . 58,535,845 ( „ ) 

Surplus ... 9,564,127 ( „ ) . 

This estimate of outturn was, however, excessive and 
another quoted by the Commission itself, put the produo* 
tion at only 56 million tons and, therefore, the surplus at 
l,70O,OCX) tons only. And the Commission proceeded to 
remark — 

“Whatever may have been the normal annual sur¬ 
plus of food grains in 1880, the present surplus oannot * 
be greater than that figure. But that a substantial 
surplus still exists in ordinary years there can, in our 
opinion, be no doubt ” 

84. Agrlenltaral Production. —Lord Curzon, when 
Viceroy, had occasion, in 1900 and 19G1, to form an esti¬ 
mate of the average per capita income of the population. 
He said that in 1880, there were in British India, 194 mil¬ 
lion acres under cultivation and in 1901, 217 nullions, an 
increase parallel to the growth of population. In 1880, 
the yield per acre of food crops was, for calculation, taken 
at 750 lbs and for 1898, 840 lbs., improved cultivation and 
extended irrigation accounting for this higher rate. Lord 
Curzon proceeded to say that on these calculations the 
average agricultural income in 1880 was Ss. 18 per head 
and twenty years later for the same are*, the average was 
Rs. 20. Supposing that the non-agricultural income had 
increased at the same rate, the Viceroy concluded that the 
total per capita income was Rs. 50 in 1901 as against 
Rs. 27 in 1880. 
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Now, to bring the calculation up to data, ws tako 
fignni for f915-16, and the following table of compart- 
tive atatiitici may be preaented 
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The average per capita agricultural produce does not 
seem to have increased during the last fifteen years 
though we have adopted a sufficiently liberal estimate for 
the yield in view of the extension of irrigated area and of 
qther improvements.* Lord Curzon commuted the yield 
at the rate of 40 lbs. per rupee for 1901, and we have 
taken 26 lbs. as the rate for our calculation for 1915-16 
to make allowance for a rise in prices. Income express¬ 
ed in terms of produce is, however, more reliable than 
that expressed in terms of money, and as the value of 
money has dedin^, a comparison of money incomes 
at two different periods is likely to be misleading. The 
purchasing power of money has deddely gone down and 
if we put the depreciation at 50 per cent, the real per 
capita produce or income in 191>5-16, will not show any 
improvement over the state of things in 1901. 

We arrive at the same conclusion in another way. 
From statistics published by Government f we see that on 

* The aofotttiag eEperimeati rntdi by Um Agikaltnnl Dtpartmuti 
ibow tbjtt rangbly trery five eem of leod, of vbieh ooe li brifMad end the 
echan fioa*i(xife(ed, yield, on u evenge, 9oo Ibe, of prodm 

We eeiuiDe tint the Average qtulity of the edditlonnl leree bna^ trader 
the pleogh vru good, it sot better. ** Bot the ebaaeti in thet the evengo 
qoeH^ «u poorer. In iridch ceie the ntb between populitlon end tnbiiitenGe 
WMaltcredforthewone”—Sccenhitcrcetlsgdiieuirianot tbia luli^ bUr. 
mOiea Archei'i “ Indls esd the FnttirB.” 

t See AgrienltanlStetMciefiBritlih India 
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KQ avenge the volne of crops grown upon irrigated land, 
is Rs. 40 per acre and we have in British Ind& about 4Z 
million acres of irrigated land. The total value of the 
produce of this land must, therefore, be 188 crores of 
rupees. The value of the yield of non-irrigated land 
may be taken at half that of the irrigated and the 175 
million acres will yield 350 crores more, the total thus 
being roughly 550 crores, which, divided by the popula* 
tion viz. 25 crores, gives Rs. 22 as the agricultural prd- 
duce per head of the population.f 

The same result is reached if we follow another 
line of calculation. The total land revenue of British 
India is about Rs. 34 crores. The incidence of the 
tax is not uniform in all the provinces. In some parts 
of the country it is permanently fixed and is compara¬ 
tively light, in others the incidence is liable to increase 
and is heavy. Making allowance for the variations an^ 
for alienations of land revenue, we may roughly take 
the total realizable amount of the tax at 50 crores and 
assume that it represents, on an average, on»'twelfth 
of the gross produce—an assumption which is certainly 
very liberal.* Then the total value of land produce in 
British India would be Rs. 600 crores, and on this cal¬ 
culation the agricultural produce per head of the popula¬ 
tion will be Rs. 24. All these estimates, more or leas 
rough guesses, point to .the conclusion that the average 
agricultural production per head of population is extreme- 

f Dr, Mun'i lnvaitig*tliiBi Am that the buonie (profit) per eare In the 
ellhife at hit Inquhy it Rt. i4-S. Ctlcaletiont et to the egrlenlturtl ^eU 
would pot the Tolaeot the produoe per ten at Rt. 3S. Atthe piieet otfiften 
ptaai ago, tint metot Rt. >4. 

lit. ]. C. Jack, I. C. S. (The Bcanomic Lite ot a Bengal IBtlrtet->A 
Stndp) atUmata the average intome pet head in the Dittrkt at PaiUpnr at 
Rail. 

Dr, Gilbert Sleter’t eatliiiata tor the Itadiat Preiidencp it Rt. 7S pet amnmi 
parluadottliepopoItaoD, the value ot the egifcnltural prodace alone being 
taken at Rt. ifa ccoretlor a total popnlatleaut 4i,4oS,4o4. 

* Sm Goewaatat ot lada't R eeol nl lca oa Lead Bevaina PtUep, iSaa. 
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ly (mail and has not incteaied during the past tew 
yeete. 

85. PamlneSi— Famines which have hanassed India 
so Erequentl^ aie now unknown in other cmlized coun¬ 
tries though they were common there formerljr. 

“ To-day they are found only in the agricultural 
and mining industries. They are not as a rule very 
.hurtful, except in oountries industrially backward. 

A failure of the wheat crop may cause terrible famines 
in poor oountries like India or Bussia, and the insuffi¬ 
ciency of certain raw materials may throw factories 
idle.”* 

It has been said that Indian famines are not so much 
famines of food as famines of the means with which to 
purchase food. But now though the railways facilitate 
the transport of food-grains from one part of the country 
where they are available, to that in which the crops hare 
failed, and to that extent the horrors of the calamity are 
minimised, a famine must always be a serious crisis of 
under-production. Not to go to earlier famines, we may 
refer to the failure of the monsoon in the United Provin¬ 
ces in 1907. Besides the other evils it entailed upon the 
people, the famine' was responsible for a deficiency in 
food production equivalent to an amount of grain suffi' 
cient to feed the 48 million inhabitants of the province 
for five months. The total loss. on food crops at both 
harvests, in terms of money, was put at Rs. 42 crores 
while the total loss on other crops was about Rs. 15 
crores. 

Famines and scarcity are, no doubt, caused by a 
failure of the rains and sometimes by floods, and Govern¬ 
ment have developed an elaborate system of preventive, 
protective and relief measures. It has minimised the 
danger of the loss of hu man life and also of cattle life. 
But as the Famine Commission of 1880 pointed out, no 
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protective meesures be edeqnete vhich did not indnde 
eome attempt to diversify forms of employment. Th» 
problem of production and population cannot) therefore) 
bo solved by these indirect methodS) hovrever useful they 
may be in themselves. A bold frontal attack most be 
levelled at the evil and the productive capacity of the < 
people must be raised. 

The growing demand for the raw materials of India 
and the higher prices which some of them may often com¬ 
mand) should not be regarded as a gratifying indication 
of the growth of that capadty. That iS) after all) a 
subordinate factor in the situation. Of course) larger 
exports of cottoU) jutO) oil seeds and hides at higher . 
prices will mean a larger supply and therefore production 
of wealth in the country. That iS) however) an inade¬ 
quate and precarious source of wealth-creation. If thosft 
nw materials are produced in larger quantities) if there 
is a steady improvement in their quality and if an in¬ 
creasing portion of them is manufactured in India with 
Indian labour and Indian capital and under Indian man¬ 
agement) the addition to the national income will be 
enormous. And then only will it be pqsdble to support 
the existing or a growing population with anything like 
decent means of subsistence. 

“ It may be mora cheap to export raw goods and 
import manufactured goods. But if India is to win 
a stronger position as buyer and seller in ihe markets 
of the world, she must deepen the channels and regu¬ 
late the aciion of her stream of produce.If the 

oonoentratiou of the agents of production on a great 
varisty of undertakings is to prove advantageous, It 
must be on Industries unaffeoted by drought. If tha 
natural forces of international oompetition have not 
accomplished that aim, then deliberate and deter¬ 
mined action alone can achieve it " * 

* Lcmduf I Indlm F«mi— 

« 
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86. The Ontlook The above discos^on drivH 
]U irresiatibiy to the conclusion that without an enormous 
inaease in its productive capacity, India can hardly 
maintain even its present papulavion, much less steadily 
growing numbers. An inurea ing population must thrust 
the country deeper into the mire of poverty and misery. 
A steady growth of population in it country may be an 
indication of progress an ! prosperity. It mav also be as 
ibuch a cause as an olfect if ivttional poverty and deca¬ 
dence. The present sta id ird of living of the mass of 
people is e\'tre ueiy lovv .111 1 Uie s.tuaiiou will be into¬ 
lerable to all those vho tre a ito is to see a substantial 
rise in it. Wimover pr og ass is being made, will be just 
sufficient to oveita.so iho normal groivth of population. 
And what is warned is a ra[)iil i nprove.nant in the econo- 
mic condition of tne people, wuich can be secured only 
by inaeased efficiency, 

“A real increase of wealth and prosperity comes 
to nations as it docs lo iudividuals, not from any 
reohloss piling up of cuiued rupees—nor again from 
any rise of prices—whioh, as shown before, is in India 
almost invariably associated with crop-failures and 
famine conditions, but only from increase in indus¬ 
trial activity, energy, and efficiency on the one side, 
and on the other, from increased productive employ¬ 
ment of capital, ^ith us, there is a deplorable dete- 
.rioration in both respects."* 

This gloomy picture would lead one to ask why the 
problem should not be attacked from the end of popu¬ 
lation also. A restriction of the growth of population 
will have the same elfect as an increase in the quantity 
ofsubsistence ns u larger shire of national income will 
be available for distribution. The average increase of 
population, meimiug thereby the excess of births over 
deaths, is by no means high i:i India. Whereas the natural 


* Nr. Joifat'i Writmgi woi Speacbts- 
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iDcreaw per thousand of the population is loin the United 
Kingdom, it is only 8 in this country. This figure is low. 
not because the birth-rate is small, as might be thought, 
but because both the birth rate and death-rate are compa- 
latively high. A study of the st itiatics in this connection 
relating to the priucipal countries of the warld discloses 
the fact that a high birth-rate is accompauied by a high 
deathrate, and the correspondence of the two rates means 
the correctness of the Malthusian doctrine. This state 
of things prevails in Rumnni-i, Russia, Hungary, Saxony 
and Italy, and India stands it' the same category with a 
birth-rate of 30 and a death-rate of .38 per thousand- 
“Here are oountrios in which the population is 
pressing on subsistence- It. i.s trying to increase faster 
than the means of support make po-s-sible, and the 
positive ohock is in operation. Not the positive chock 
in its extreme form ; the bi. th-rale is not at its maxi¬ 
mum ; some limitation of births there is. But more 
ohildern are born than can survive and become adults 
and more persons become adults than can survive to 
peaceful old age. The populations are ill-fed, ill-clad, 

ill-housed, ill-warmed, ill-cared fur in sickuess. 

In all these countries, an indisneusaldo condition for 
a permanent improvement in the condition of the 
mass of the population is a towering of the birthrate— 
a relaxation of the pressu re on the mcan.s of support,'** 
87. Remedies. —I'hese remarks apply, in a re¬ 
markable manner, to the situation in India. If our birth- 
rate is high, our death rate also is high. And a death- 
rate of 30 per thousand mua is waste of life, cares, anxie- 
ties, poverty, disease and distress. It will indeed be an 
ideal thing to be able to c'utioi disease and to conquer 
poverty. But in the face of the economic situation as it 
exists and as it promises to etist for years to come, will it 
notbedesirableto check the birth-rate and thus relieve the 
pressure on subsistence ? Tuc economic situation and the 

' Tsuaig: PiliidplM ol Etonomici. 
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pRMpccti in IndiSt then appear to call for the application 
of the Malt£uiian remedy. Late marriages of both men 
and vomen with a view to the controlling of the number 
of children, is that remedy. The necessity and wbole> 
someness of martiage are admitted, and therefore llaltho* 
clans recommend the adoption of voluntary restraint in 
married life. 

We have not the space to notice, and it is not neces¬ 
sary to do it, the objections which have been raised to 
the self-restraint suggested by Malthns or to discuss the 
position of the followers of what is called neo-Malthusia¬ 
nism, And it is safe to agree to the proposition that 
“it is advisable that people should not bring 
ohildren into the world, till they can see their way to 
giving them at least as good an ednoation, both physi¬ 
cal and mental, as they themselves had; and that it is 
' best to marry moderately early provided there is 
Buffloient self-control to keep the family within the 
regnisite bounds without trsnsgtesslng moral laws.'** 

Humanitarian feelings and solicitude for the welfare 
of children, if not of the whole nation, no less than 
personal ambition and a desire for independence and in¬ 
dividual happiness^ would justify the adoption of Malthu¬ 
sianism. The pathetic picture of a fairly intelligent and 
perhaps well-educated man, burdened with the anxieties 
of a large family, at a loss to know how to keep the wolf 
from the door and reduced to desperate shifts, to arts of 
flattery and slavishness, provokes the reflection that these 
troubles are entirely self-imposed and could have been 
avoided. And this reflection does not fail to arise in the 
mind even of pious and conservative people when they 
see widowers of forty and fifty going in for their second 
andthird marriage and preparing for misery to tbenuelvesj 
their widows and their children. 

88. Indian Htfltnde.— Malthusiam'sm, and neo. 
malthnsianism in particular, is sure to shock the average 


* MkMI ; BcoasBia ot bdail. 
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Indian mind u it did the Ewopean mind yean ago. 
Hindu law-givera looked) and rightly looked, upon marri* 
age as a necessary social institution and a sacrament. 
Perpetuation of the race is a sacred duty, and every man 
has to get out of the debt he owes to his father by 
leaving a son after him. Late marriage is prescribed in 
the case of men, but the performance of the religious 
duties of the house-holder makes the married state ab¬ 
solutely essential. The iniunctions recorded in the works 
of Hind law-givers, show that they laid down rules for 
a society which required for its existence and progress, 
a growing population of vigorous, healthy men ; a^ to 
shirk married life would have been regarded as shirking 
a sacred duty to the community. Prayers were and are 
offered to God for the grant of a healthy and vigorous 
progeny, and this attitude on marriage and the house¬ 
holder's life, finds a justification in the attempts now 
being made in western countries to encourage marriages 
and to reward large families. 

The anxiety of the average Hindu to have a son 
and the shifts to which he is reduced in trying to secure 
one, have been objects of ridicule with certain authors. 

" In the adoption of a son the Hindu aimed and 
still alms at satisfying an exacting group of manes 
greedy in the other world for recognition and offerings 
in thia He looks too for appreciable benefits which 
he is himself to derive from the future ceremonies the 
fruit of which will reach him in the realm of shades 

.In somehow acquiring a son the Hindu thinks 

generally that he is making the best of all possible 
bargains for himself in this world and the one to 
come,” * 

We have suggested above the true explanation of 
this Hindu passion to procure a son ; and critical students 

* Wmt tad BnUsi A DlgHt d the Hindu Lew. 
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of Hindu lav and usage have not failed to appraciate iti 
Oi Mayne observes 

" In modem times ohildnn an a luxury to the 
rldh, an enoumbranoe to the poor. In early ages 
female off-spring stood in the same position but male 
issue was passionately prized. The very existence of 
a tribe, surrounded by enemies, would depend upon 
the continual multiplication of its males. The son- 
* less father would find himself without protection or 
support in sickness or old age and would see his land 
passing into other hands when he became unable to 
cultivate it. The necessity for male off-spring ex¬ 
tended in the case of the Aryan even beyond this 
world.” t 

89. Ghuiged Sondltlons,— But times have changed) 
and with them must change social ideas, laws and customs. 
The struggle for existence—if not also education and the 
efforts of social reformers—^is steadily pushing up the 
marriageable age of girls as well as of boys. In fact, 
early marriages of the latter are entirely opposed to the 
rule of Brahmackarya strongly insisted on by the ancient 
law-givers. And whatever objection may be raised on 
religious grounds to the postponement of marriage of 
girls, there is nothing to prevent wholesome restraints in 
married life being practised. Such moral restraints are 
clearly implied in some of the old restrictions imposed 
by wholesome custom on married people. Though it may 
be a little difficult to establish the fact, there is no doubt 
that the average expectation of life in this country has 
dedineda good deal, and the strain of the modem stmggle 
for existence is responsible for it. The same remark 
may be safely made with regard to the h-alth of the 
average Indian. Under these circumstances, it becomes 
a duty of men and women in India to see that the nation 
tea a healthy and vigorous population which will stand 
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compBiison with othei races, and will not go under in 
international competition. , 

To a Hindu, marriage and the begetting of a son, is 
a duty which he owes to society. But it is sorely to mis¬ 
understand the spirit of the law-givers and of ancient 
practice to suppose that religion imposes upon the house¬ 
holder the duty of begetting children for whom he can 
not hope to provide and that a limitation of the familjr 
by the exercise of prudence would violate the injunctions 
of religion and dictates of morality. Manu says:— 

“ By the eldest as soon as bom, a man becomes 
father of male issue and is exonerated from debt to 
his ancestors; such a son, therefore, is entitled to 
take heritage. That son alone, on whom he devolves 
his debt and through whom he tastes immortality was 
begotten from a sense of duty; others are oonsidered ^ 
as begotten from love of pleasure.” 

If it was the sense of duty to society which animated 
ancient laws with regard to maniage and progeny, may 
not the same sense of sodal duty be pleaded in favour 
of a limitation of families ? ‘ Love of pleasure' Manu 
speaks of, or blindness to the future, brings on misery to 
the individual and society and moral restraint which 
religion and reason insist upon, is calculated to make for 
health, wealth and happiness.* 

A low or declining birth-rate is regarded as a sign 
of advancing civilisation, audit is believed that the lower 
the birth-rate, the higher is the prosperity of a nation. The 

* Mallhns himself quota in hii 'Eeayoo the Principle of Popnlntlan* 
( Chftpte’ XI )| trom Mann and pmnu out TAriouB dreumiUncei iHddii 

Id hit opii^i muit Ws operated in India os preventhre diecki to popnlationi 
He Mje^-^From all these dreuttutaneas' eorabined it eeenu probable that acnonjl 
the ebKks to population in In iia the preventive ;:heek would have Ite ihara; bttt 
from the pickling habits and opiniooB o£ the people there is Tfason to bdim 
that tha tendency to early marrisges was still always predomiiiaBt lod in genarat 
prompted every person to enter into this state who could k>ok fbnrard to slight¬ 
ed cheuc of being eUt to maintmD a family’s 
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preHnt tondenoy in western conntries is towards a steady 
Recline of the birth-rate accompanied by growing material 
prosp^ty. 

“The general deoline of the birth-rate in advanc¬ 
ing countries; the accentuation of that deoline among 
the well-to-do; the probabilitr, almost certainty, that 
with wider diffusion of prosperity the tendency will 
spread more and more to all classes—at times is 
'dne to social and indnsirial ambition. Some writers 
have discussed the change as if It were automatio, as 
if the lower birth-rate among the well-to-do were the 
natural and necessary oonseguenoe of their having 
a large income. The oonneotlon between income and 
birth-rate is the other way; rising prosperity is rather 
the effect than the cause of declining pressure. The 
fandamental cause is the wish of eaoh family to 
,promote its own material welfare.’'! 

90. Vldou eirtle.— In the matter of this ques¬ 
tion oE a declining birth rate, we seem to move in a 
vicious drcle. The birth-rate goes down where economic 
oonditlons are satistactory and the intellectual and edu¬ 
cational level is high, and a low birth-rate is required to 
improve the econonv'e condition of the community. 

“ The causes of the declining birth rate are to be 
found in the intellectual and material forces Which 
have so wonderfully stirred the people of western 
Europe during the last century'; the spread of edoatlon, 
newspapers and books; cheap movements by railway 
and steamship; the stirring of stagiutnt population 
by the new modes of employment, by large-scale 
production and the factory system, by the changes 
fttongh emigration.”* 

Unless then the stagnant population of India Is 
educated and stirred and unless new modes of employ¬ 
ment and methods of production are adopted, how is tbs 
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birth rate in this country going to be checked ? And 
vill it not be much better if national efforts are directed 
towards the creation of those conditions which hold thf 
propensity to multiplication in check 7 

These questions are suggested by the existing 
economic, political and social conditions in India. The 
aboriginal tribes are the most prolific races in India and 
the proUficness of the Mahomedans seems to be greater 
than that of the Hindus. It must be greater among the 
lower and poorer classes than among the higher. The 
exhortation, therefore, addressed to the people that 
instead of allowing ths hand oi death to limit the 
population to the means of subsistence, they should keep 
it under control and cultivate the habit of cutting their 
coat according to tlm cloth that is available to them, is 
bound to prove infructuous in India where of the total 
population of the country, only 59 out of every 1,000 
persons are literate in the sense of being able to write a 
letter to a friend and to read the reply, and the literacy 
is divided very unequally between the two sexes, only 10 
females per thousand being able to write against 106 
males per mille. With 94 per cent, of population not 
knowing how to read and write, with an average income 
of Rs. 30 per head of the populatio'n and with about 
Rs. 12 of per capita foreign trade, it is not possible that 
the causes which have brought down the birth-rate in 
western countries should operate in India. 

The extremely small class of the well-to^io, and the 
educated people who are a minute section of the popula¬ 
tion and who feel the strain of the struggle for existence 
most, may indeed exercise the moral check to their 
advantage, but that will not appreciably affect the 
national birth-rate. The generally high birth-rate in 
India is attributed to the large proportion of marri¬ 
ed women and this is not likely to be changed for 
years. ^It is futile to raise the muriogaablo aga of 
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boyi only, but it is extremely difficult to raise the age 
in the case of girls. We have shown above that though 
the birth-rate in India in very high, the> excess of births 
is extremely small, not more than 3 per thousand. While, 
therefore, the application of the Malthusian principle 
seems to be called for, there ia a bitter complaint about 
race suicide among the Hindus, at any rate, of certain pro¬ 
vinces. The increase among .Vlahoinedans and Christians 
is much higher than among the Hindus, and this fact is 
causing anxiUy to many. The toilowiug ligures will 
make tiie situation clear 


number In 
l9it (in millioni.) 

Variation per cent 
i9oi~ii z89z-oi 


Hindu! 

n7-5 

5-0 

-•3 

lS'3 

Mniliai! 

66*6 

6’7 


33'0 

ChriitlMii 

3-8 

3a*6 

aS'O 

loS-I 


The difference in the rate of increase is not satis¬ 
factorily accounted for by conversions from one faith to 
the others or similar other causes, and it is attributed 
largely to the peculiar social customs of the Hindus 
auc^BS child marriage and prohibition against widow 
marriages. The high rate of infant mortality also keeps 
down the natural increase. A writer commenting on tW 
feature of the population statistics observes 

“The moral of all these facts is plain. The Hindue 
are not yet a dying race, but surely they are on that 
track. Fortunately, ite oausps are perfectly plain. 
They have to thank their own social oustoms, which, 
as we shall see later on are raining them in several 
other waye too. In epite of Muslim rule for over a 
thoueand years, the Hindus formed 80 per cent of the 
population of this country in 1870, but now they are 
not even 70, and the decimation oomes this time from 
within and not from without—surely a harder foe to 
oombat The momentoue question is: Are we to remain 
indifferent in the face of this crisis ?’’* 


* MiSeKHut: HaCauniolbdift. 
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It is an intererting phenomenon that the fecundity of 
marriages is not high in India compared with that in Eng¬ 
land, for instance, in spite of the universality of marriage 
and early marriages in this country. The births per 
thousand of females of reproductive ages ( 15-45 ) in 
England and Wales csilculaterl on the figures of the census 
of 1911 were 98 against 128 in India. But if births are 
calculated on the number ot married fern ties of those ages 
and not on the total number of fetiiales between 15 and 
45, the Indian figure stands at 160 against 196, the figure 
for England.t 

91. Goneluslon.— Over-population is a relative 
term, and whether :i given population may be maintained 
in comfort, will depend unon its productive capacity. As 
a fertile piece of laud will feed more mouths than a sand^ 
one, a group of industrious persons will produce a larger 
quantity of food than otic of lazy people, A lower 
standard of living will likewise enable a larger number to 
be supported than a uniformly high standard. A growing 
population must have a proportionately increasing quan'ity 
of subsistence if its standard of living is not to be lower¬ 
ed. A community must, therefore, produce more to keep 
pace with the increase in its numbers. An increase in 
numbers often means an augmentation of the productive 
capacity of the community, and is, therefore, not an object 
of anxiety. But the law of diminishing returns will come 
into operation when a certain siage of increase is reached 
and the result will be deterioration and misery. 

Growth of population, in itself, is not a sign either 
of progress or decay. It is checked by diseases, famines, 
and wars or its growth may be limited by human prudence 
and moral restraints. Under favourable conditions neither 
the positive nor the preventive checks may be called into 


fP K, Wsttel: ThtPopulitiaa PraUem inlndi*. 
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opeiation and a Tigorona population will produce more 
wealth than ia abaolutely neceaaary to support it. If the 
pinch of increase is felt, migration and emigration will be 
nsorted to and the presaure will be relieved; and better 
organised and more efficient methods of production and 
distribution will have the same ameliorating effect. Ambi* 
tion, the desire of independence and absorption in inter 
l^ual pursuits will lead people to postpone or avoid 
marruges and the number of children brought into the 
world will tend to become smaller in a community where 
such persons form a large portion of the population. 

There ia no doubt about the fact that in India two or 
three generations ago, as in earlier centuries, the means 
of subsistence were ample in comparison with the popula* 
tion. Positive checks were also largely in operation and 
therefore the pressure of population was not felt. With 
the establishment of peace and steady government, under 
British rule, however, a gradual increase in numbers began 
, which was checked only by famines and diseases. The 
increase was not accompanied by a proportionate 
augmentation of the productive power of the people, in¬ 
digenous industries* having declined in the meanwhile, 
and the effects of over-population began to be felt. 
Things began to look up a little with the increased demand 
for India’s raw materials and the consequent rise in their 
prices. But this is not enough to meet the requirements 
ofa growing population, much less to raise its standard 
of living. 

The problem may be solved by emigration and inter¬ 
nal migration. But scope for this is small. Indians are 
not treated well in the Colonies, in some of which the door 
is slammed in their faces. Internal migration is possible 
to a certain extent, from thickly populated distncts to 
tracts where population is spatce. Land which Is not cold. 
TCttd or whi^ is not properly cultivated, may be made to 
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yield a laiger quantity of food. But the moit effloadone 
remedy is to enhance the productive capadty of the soH 
all over the country. There are indeed serious difficulties 
in the way, but something may be done in this direc¬ 
tion. We, therefore, nltimately come to this that the 
pressure cf population on the means of subsistence can 
be relieved only by the spread of education, an improve¬ 
ment in sil-TOund efficiency and by a more effident or¬ 
ganisation of production. The prospect in the immediate 
^ture is not, therefore, bright and moral checks to 
population would prove useful. 

In India, though the actual excess of births over 
deaths is not very large, both the birth-rate and the 
death-rate are extremely high. 

“ Broadly speaking, the actual checks to popula-* 
tion in China, India, and many other parts of the 
world are still those so well described by Malthus. In 
India it is true, British rule has abolished civil war, 
and the total population has increased very rapidly 
during the last century as railways, irrigation works, 
and other modem innovations have added to the pro¬ 
ductive capacity of the country. Bdt famine is still 
lamentably frequent, and in spite of industrial pro¬ 
gress it would seem to be true that the population 
readily rises up to the limits of the means of subsls- 
tence."* 

Postponement of marriage and consdous limitation 
of the numbers of children in families are the preventivo 
restraints suggested by Malthus and advocated by his 
followers, which hafe succeeded in keeping down the 
growth of population in western coimtries. The remedy 
can be adopted by educated people in India, hut the masses 
cannot appreciate'the situation. As enlightenment spreads, 
the rate of growth declines and the increase takes place 
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only among the lower daases. The Maltbniian remedy ii 
aotf therefore, likely to be resorted to in such a way as 
to produce any appreciable effect upon the natural growth 
of population in I^ia. 

93 , Snmmnry,— Though the doctrine of popula* 
tion which Malthus formulated under peculiar economic 
opnditlons, is not one of universal applipability, as condi< 
tions of wealth-production have vastly improved since be 
wrote, the optimism which some economists display on 
this question, is not justifiable in view of the miserable 
condition of the mass of people in certain countries. 
" Organisation and science have, in fact, so immesuiably 
enlarged man's control over the forces of nature that her 
productivity has increased far more than population even 
though the latter has grown at a quite unprecedented rate 
ii>the industrial countries of the world.” There is, how¬ 
ever, no guarantee that this excess of subsistence over 
population will be maintained even in progressive coun¬ 
tries. 

Improved economic conditions in western nations 
have raised the general standard of living and the marriage 
rate has steadily declined, more markedly among the 
higher than among the lower classes. A desire for comforts 
and luxuries works as a check on marriage and also upon 
the sise of families. The growing independence and 
Improved social status of women have combined with that 
de^e to restrict the growth of population which has noti 
however, bean kept down owing to the dimunition of 
mortality, The death-rate is declining as the result of 
improved sanitation and health, and the steady increase 
of population is being maintained. Progress lies in an 
Incre^ng amount of wealth falling to the share of the 
individual members of the community, and it is desirable 
that even in prosperous communities the population should 
grow at such a rate that it may bear a more favourable 
ratio to subsistence. 
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That population in India is pmaing on the means of 
subsistence and that what Malthus called positiTe cheoksi 
are keeping down the natural growth of populatiosi is 
undoubted. The death rate may go down with improved 
sanitation but unless there is a substantial improvement 
in the economic position of the country, there is no hope 
of the well-being of the people being appreciably promot* 
ed. There is growing pressure on the land and other 
industrial avenues have been blocked. The problem of 
population must be attacked from the side of production, 
and the means which western communities have employed 
to increase their command over nature and their total 
stock of wealth, have to be employed also in India. With 
the application of science, the soil may be made to yield 
more and the expansion of manufacturing industries and 
commerce, will increase the national income. 

The problem is also capable of being attacked, but tS 
an extremely small extent, from the side of the growth of 
population, and preventive checks consisting in the post¬ 
ponement of marriages and the conscious limitation of the 
size of families, if applied, will act beneficially on the 
progress of the country. The birth-rate is generally very 
high among the lower and less intelligent classes; and 
among them the moral check will not come into Operation- 
Educated people, who are a drop in the ocean, may, 
however, face the struggle for existence better by resort¬ 
ing to moral restraints, wluch are in no way opposed to 
religion or morality. Sexual desire is, no doubt, a power¬ 
ful impulse and acts with great force in low stages of 
civilization and among the lowest classes of civilized 
communities. But it is not a fixed impulse that cannot be 
controlled and modified. 

The spirit of Hindu laws and religion does not 
militate against, but actually enjoins restraint of the 
passions, even in the matter of the begetting of children. 
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lluritge ii a Mdal duty and a man has to make his 
fiontribution to the maintenance oE sodetj and the 
peipetnation oE the nee. But the selE-same duty maj 
leqdre the limitation of nmnben in certain drcnmstancei. 
A healthy and vigorous population has been the Indian 
ideal, and the problem to-day is how it shall be attained 
in the changed social and economic conditions of the 
oountry. 
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93. Exchange.— Except in a state of primitive 
economic organization, the work of wealth-productlbn 
is not completed till the commodity produced is taken to 
a place where it will find purchasers. A worker may 
indeed conceivably produce for his own consumption, and 
not to speak of old times, in backward communities even 
at the present day, self-sufficing families and communities 
are not quite uncommon. But a division of labour is found 
necessary as a community advances, and specialization and 
co-operation in the case of individuals and groups of 
individuals, characterise the progress of civilization. Indi¬ 
viduals exchange with ode another the goods they have 
produced and thus satisfy their special wants. When one 
commodity is exchanged for another without the interven¬ 
tion of a third, which is the measure of value, we have a 
case of barter, and the use of such a medium of exchange 
bespeaks the advance of a community to a money 
economy. 

In the village life of India, exchange is very simple and 
most of it is of the nature of barter. The cultivator will 
often buy his implements and clothes by exchanging the 
produce of his fields for them, and wages are also paid 



178 


In>IA5 EOOHOlOaB. 


in kindi Fonnerly tbe revenae of GoTemnunt wai 
paid in grain, but tbe system of barter is fast giving way 
before tbe use of money and is now almost unknown in 
towns. The medium of exchange having recently come 
into greater use, a struggle for the possession of money as 
a passport for the purchase of any desired commodity, is 
becoming universal except in out-of-the-way places to 
which modem methods of trade and industry have not 
yet penetrated. 

It is impossible to overestimate the advantages of 
exchange, and a comparison of the ease with which even 
a person of ordinary means can, now-a-days, obtain a 
variety of articles, necessaries of life and luxuries, in his 
own locality, with the extreme diflSculty experienced in 
tbe matter only a few years ago, will be instructive. 
Wh%n a district is afflicted with scarcity, it can bring 
grain from neighbouring or even distant districts and 
provinces. Burma thus supplies large quantities of rice 
to the rest of India in times of drought. 

94. Markets and Pains.—On market days and 
fairs, villagers go reg-rlarly to the neighbouring town, and 
all kinds of purchases are made. These provide op¬ 
portunities both to sellers and purchasers to dispose of 
surplus produce and to procure the articles required. In 
very small villages, there is hardly a single shop for such 
necessaries of the rayat as kerosene, chillies, salt and 
vegetable or luxuries as sugar, and thay have to be re- 
gidarly procured from the town hard by or from the 
market held regularly once or twice a week. At these 
markets articles can be had in sufflment variety and in the 
required quantity, and the prices ak>. are reasonable. 
Cultivators, weavers, potters and other producers take 
their goods to the market or fair where they command a 
large sale and middlemen apd merchants also do a large 
bwineisppinqr^clayi, 
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Where villagers, whether cultivators or artisans, ez-' 
change the produce of their labour directly to satisfy 
their wants, it is a case of barter. The cultivator will then 
obtain his cloth, shoes, earthen pots, &c. from the village 
artisans in exchange for the baluta or fixed grain charge 
paid to them annually. This viUage system is, however, 
being steadily displaced, and payment of money is be¬ 
coming common. In markets and fairs, this is, of course, 
the usual practice. Every village of decent size, has a 
shop or two of groceries and this is the only source of 
the supply of articles of every day use to the villagers. 
Other things must be purchased on market days pointed 
out above. The weekly markets in certain places are of 
great size and attract sellers and purchasers from miles. 

. Families lay in a stock of necessaries to last them for a 
week. Knick-knacks, sweetmeat and articles of luxury^re 
generally purchased at fairs, most of which are associated 
with religious or social festivals. 

Any extensive division of labour in the sale of com¬ 
modities, is not possible in small places. It is only in big 
villages and towns that merchants and shopkeepers 
specialise in the sale of articles. The ahopkeeper plays 
a very important role in the village community, and 
in small towns too he discharges a useful function. He 
keeps a pretty large stock of goods ready to meet the 
demands of his customers whenever they may choose to 
buy. He procures his supplies from different commercial 
and industrial centres and retails the articles as they are 
wanted. 

Railways, which now traverse the whole continent, 
have Revolutionised this old system of exchange. The net- 
. work of railways covers the whole country and has brought 
distant provinces in close contact with one another. 
Before the fifties of the last century, the means of com¬ 
munication in India were diflicult, and though commerce 
was main t a in e d between north and south and east and 
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weit, it was precarious and its volume extremely small. 
Inter>provincial trade has enormously increased since then 
and the surplus of one province and district goes to supply 
the deficiencies and needs o{ other provinces and districts. 

95. dnelent Indian Gommeree.— This stimulus 
which the improvement of the means of communication! 
such as railways, steamships, metalled roads &c. have 
given, is most markedly seen in the wonderful development 
of the foreign trade of India. The sea-borne and foreign 
trade of India has had a brilliant history. The valuable 
products of Indian workmanship and oi the Indian soil, 
attracted merchants from all parts of the globe and the 
people of this country carried on a profitable trade with 
the most distant parts of the world. 

“From the earliest days, India has been a trading - 
country. The industrial genius of her inhabitants 
even more than her natural wealth and her exteiuive 
sea board, distinguished her from other Asiatic lands. 

In contrast with the Arabian Peninsula on the West, 
with the Malayan Peninsula on the East, or with the 
equally fertile Empire of Ohina, India has always 
maintained an active intercourse with Europe. Philo- J 
logy proves that the precious cargoes of Soloman's 
merchant ships came from the ancient coast of 
Malabar. The brilliant mediaeval republics of Italy 
drew no small share of their wealth from the Indian 
trade. It was the hope of participating in this trade 
that stimulated Columbus to the discovery of America 
and De Gama to the circumnavigation of the Cape of 
Qood Hope. Spioes, drugs, dyes, and rare woods; 
fabrics of silk and cotton; jewels and gold and silver 
—these were the temptations which attracted the first 
adventurers from Europe.”* 

The prosperity of ancient Indian commerce is ■ 
matter of history, and it will be no exaggeration to say 
that the political development of the nations of Europe, 
and therefore of the whole world, has been shaped by the 


* Sir W. W. Hoslw: Ha BritUi Bafdn. 
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keen competition of Enropean powere for the monopoly 
of Indian trade. The position of India was simply unique. 

" We shall have ample eyidenoe to show that for 
full thirty oenturies India stood out at the very 
heart of the Old World, and maintained her position 
as one of the foremost maritime countries. She had 
colonies in Fegu, in Cambodia, in Java, in Sumatra, 
in Borneo, and even in the countries of the Farther 
East as far as Japan. She had trading settlements in ’ 
Southern China, in the Malayan Peninsula, in Arabia, 
and in all the ohief oltles of Persia and all over the 
east ooast of Africa. She cultivated trade relations 
not only with the countries of Asia, but also with the 
whole of the then known world, including the countries 
under the dominion of the Boman Empire, and both 
the East and the West became the threatie of Indian 
commercial aotiyity and gave scope to her naval, 
energy and throbbing international life.”t 
The history of India’s foreign trade during the seven¬ 
teenth and eighteenth centuries, is a record of the commer¬ 
cial rivalriee and of a struggle for trade supremacy among 
the Portuguese, the Dutch, the French and the English. 
One after another these rivals dropped put, and the EMtish 
East India Company remained master of the field. 

"Just before the first half of tiie eighteenth 
oentniy, the English had to face the open hostility of 
the French; and the history of trade is merged in that 
of territorial acquisition, till in 1813 the trading func¬ 
tions of the Company in India were brought to a 
close, except so far as the monopoly of trade with 
China was concerned and this also ceased in 1833."* 
India’s foreign trade in the beginning of the nine¬ 
teenth century, was comparatively very small. The 
European adventurers had not been able to penetrate the 

t Ridlukiimnd Mskeiji; A Hiitoiy at bdlsD Shipping nod Muitlint 
AcUrity. 
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interior of the country end there mre no facilities for 
such impenetretion. 

** It was In fact prsotioally impossible to penetrate 
inland or to draw thenoe to the ooast any of the pro- 
dnots of the interior; and even if facilities had existed 
for local traffic, it would have been impossible in the 
conditions of navigation which then existed, to convey 
to Europe at a profit the bulky articles of low value 
‘ which now maintain great fieets of ocean steamers 
and are the staples of Indian trade.” * 

The monopoly of the trade and the disturbed nature 
of the internal state of the country, were additional 
causes which limited the dimensions of the foreign trade. 
The East India Company, however, selected precious cargo 
which fetched enormously high prices in England, and 
the dividend it gave in 1832 was ISO per cent. 

96. Under eompany Government.— The Maho- 
medan and Hindu rulers did not and could not devote 
much attention to the development of foreign trade. The 
country was so rich that it was not felt necessary to ex* 
changeindigenousproduceforforeignimports to the same 
extent as it was in European countries which vied with 
one another to obbin the valuable products of India. As 
Sir W. W. Hunter remarks, the British rulers were not 
temple builders like Hindu kings or palace builders jlike 
Hahomedan nabobs and emperors, or fort-builders like 
the Maratha waniors, but they were essentially builders 
of commercial towns, and their talent lay in selecting and 
developing centres of trade. In the hands of the British 
East India Company, which had become a tenitorial and 
sovereign power by the beginning of the niTie teentb 
osntury, foreign trade steadily increased in dlmenaions. 
At the beginning of the eighteenth century the value of 
exports hardly amounted to one million £, but by 1834, 
it exceeded £ 8 million. 


lapBlsl C—t ac, VoL III, iSS. 
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The Industrial Revolutin in England which meant 
the introduction of steam power and machinery and con¬ 
sequently the production of cheap articles on a large 
scale, synchronised with the decline of the industries of 
India, which was reflected in and assisted by India's 
foreign trade. Indian trade was opened to private mer¬ 
chants in 1813, and during sixteen years after that date, 
the Company’s trade averaged £ 1,882,718 annually, while_ 
private trade averaged £ 5,451,452 annually. 

“ The process of the extinction of Indian manufac¬ 
tures went on, however, under the new arrangements; 
in 1813 Calcutta exported to London two millions 
sterling of ootton goods; in 1830 Calcutta imported 
two millions sterling of British ootton manufactures. 
The first import of British cotton twist into India was 
in 1823; in 1884 it was 121,000 lbs.; in 1888 it rose to 
4,000,000 lbs. Woollen goods, copper, lead, iron, glass 
and earthen ware were also imported. British manu¬ 
factures were imported into Calcutta on payment of a 
small duty of 2J4 per cent, while the import of Indian 
manufactures into England was discouraged by many 
duties ranging up to 400 per cent on their value.” * 

This unfortunate revolution in the course of the 
foreign trade of India was disastrous to her industries. 
The people were driven from their handicrafts to the 
plough, and agriculture tended to become the sole 
support of an increasing population. The unsatisfactory 
economic condition of India to-day, when our exports 
cousist mainly of taw materials and our imports of manu¬ 
factured goods, may be traced to this revolution. How 
the position of India as a producer and exporter of cotton 
piece goods was reversed, may be seen from the following 
figures relating to the import of Indian cotton goods into 
England, and the export of English cotton goods into 
India- 

* R. 0. Dst»: "Isdls Usilw Bwly BritWi Rsk," psfi sf3. 
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Cotton Piece Goods Imported into Great Britain from 
the East Indies 


1814 ... 

esa BSB l|266f608 Pl6C68i 

1821 ... 

sea 534p495 j| 

1828 ... 

... 422,504 „ 

1834 ... 

... ... 306,086 „ 


British Cotton Manufactures Exported to India. 


1814 ... 
1821 ... 
1828 ... 
1835 ... 


818,208 yards. 
19,138,726 „ 
42,822,077 „ 
51,777,277 „ 


97. PeatOKs ol Foreign Trade.—While this 
reverse process was in operation, imports of British cotton 
goods bad to pay a duty of only 3j^ per cent; while the 
corresponding imports into England were subjected to a 
doty of 10 per cent. 


“ The progress of the trade continued, however, to 
be comparatively alow, owing to the natural obstruc- 
tlons which rempined after the Company had estah- 
liahed its rule over much of the Indian continent. 
During the first half of the nineteenth century roads 
were non-existent except where they had been con¬ 
structed for military purposes; off these great routes 
all traffic was carried over narrow unmettled tracks 
impossible during the monsoon.” * 

Owing to the defective character of the means of 
oommunication in India and the heavy freights which 
hsd to be paid on exports abroad, the development of 
trade was very slow as may be seen from the following 
statistics;— f 

- -- — -- ^ 

* Imperiil GhcUmt, Vol. Ill, p^« f6i. 

t S ttti i Hct l Abitnct for Brittib lodb, VoL I. Flgnrai for tin wtr poriod 
«tMt gim m tbty w p remt n •boonul lUte of tUnp. 
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Imparta. Bsports. 


Awng* 

I83«-S to lUS-S 

Crores of Rst 

7.39 

11.31 

» 

1839-40 to 1843-4 

8( 

10.45 

I4d5 

II 

1844-$ to 1848-9 

H 

<1.11 

16.88 

If 

1849-50 to 1853-4 

»l 

IS.8S 

moi 

0 

1854-5 to <858-9 

tl 

96.85 

iSAS 

M 

<859-60 to IS63-4 

tl 

4l.o6 

43.17 

n 

<894-5 to <861-9 

II 

49.31 

5766 

li 

<869-70 to <873-4 

tl 

4i.3o 

57.84 

n 

<874-5 to <878-9 

It 

48.99 

63.13 

h 

<B79-Bo to <883-4 

r 

6l.8l 

80.41 

It 

I884-S to <888-9 

tl 

75.13 

9098 

If 

<889-90 to 1893-4 

» 

88.70 

10867 

II 

1894-5 to 1898-9 

fi 

88.56 

«3.93 

H 

1899-1900- i9a3-4 

tl 

11069 

<35.59 


l9o4-oS 

II 

i43.9a 

<7466 


l9oS-o6 

„ 

143.76 

<77.30 


I9o6-o7 

» 

161.87 

<89.74 


i9o7-o8 

II 

178.93 

<89.83 


i9b8-o9 

tl 

151.53 

<5866 


l9o9-Io 

If 

l6o,i7 

<9436 


i9<o-It 

11 

173.47 

9<7.o8 


i9ii-ia 

tl 

197.59 

938.36 


i9ia-i3 

n 

998.46 

95685 


I9I3-I4 

tl 

934.74 

956o9 


The characteristic features of this development of 
trade which arrest attention, are (1) that the old staples 
of export and import have entirely'been replaced by 
others. The rare and valuable products of India, manu¬ 
factures as well as raw materials, which were in demand 
In foreign countries, have now given place to such raw 
materials and food grains as are requir^ in those countries 
for purposes of manufacture.* The imports consist mainly 

* Tbe uporti of textlle*i nig»r, et^eei indigo, ihnwli, lUk te., havi fnlka 
off nod th'jie of nw oottoo, Jots, oU ieedi and tan have ingreaied Thii inoMM 
liliifDlytakaa by foreign aountriei. Tbns betwoen iB75«-76 afid i9a3-x4, ffu 
«iporb1«tlM United Kingdom of lUk goodi bU finm Rs. lakhitoRl. If 
laUia, of ngar {torn i7| laUu to 4^ lakhs, of indigo from x| acm to 6 
lakhi, of abawli from 8 Udia to Xfl tboniaod, of raw oottoo from 7| erocM to 
Xi crorei white the esporti of tea inereaied from s erarts to lo| crons, of grab 
and pulasi from 3^ erorss to la erorei and of raw jute from f ( erora to Ilk crons 
Tbs imports frtt the United Kingdom dnzfag the same period^ incseaied b 
At CHS of eatton goods from Rs. xBk to S9k oons, of haidwan and cattery 
tal 46k lakhs to ak crons and of soap from tk bUm to 61k bkhsi 
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of muufactnred goods which have displaced articles 
tamed ont in this country. ( 2) The annual excess of 
exports over imports has steadily increased so that the 
balance of trade is normally in favour of India. Bulk of 
this excess represents the ' Home Charges ’ which this 
country has to pay annually in England, the profits of 
European merchants and firms and the savings of European 
officials remitted to England. (3) The balance of the 
excess is received in Inffia in the form of gold and silver. 
( 4 )' The net imparts of the precious metals, though they 
appear to be absolutely large, are not considerable in 
view of the large population of this country. (5 ) These 
imports of the precious metals also point unmistakably 
to the economic backwardness of the people and their 
low standard of living. 


. 98. Indutriol RewolDtloB.— The change in India 
from a position in which there was a healthy co-ordina¬ 
tion of the agricultural and non-agricultnral industries to 
a condition in which the country has become a big market 
for the sale of Western, (now Japanese also,) manufactures 
and a field for the production of raw materials to be 
manipulated in foreign factories and mills, is a case of 
retrogression which is responsible for the decadence and 
poverty of the people. The position of dependence and 
helplessness was accentuated by the extension of railways- 


"The great Indian Dependency of England had, 
during this century, come to supply the place of the 
old colonies. This Dependency has come to be regard¬ 
ed as a Plantation, growing raw produce to be shipped 
by British Agents in British ships, to be worked into 
fhbrlos by British skill and capital, and to be re-export¬ 
ed to the Dspsndsnoy by British merchants to their 
sorrespondlng British firms in India and elsewhere. 
The development of steam-power and mechanical skill, 
Joined with increased facilities of cornmnnication, 
havs lent strength to this tendency of the times, and os 
one rssttlt of the change, the gradual ruralisatipn of 
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this great dependency, and the rapid deoadenoe of 
native manufacture and trade, become distinctly 
marked. Sbren now the danger is not over."* 

From the point of view of pure economic theoryi 
international, like internal exchange, is obviously beneL 
dal. International exchange is only an extension of the 
principle of exchange between individuals, districts and 
provinces of the same country. We now know that: 

“ The law of comparative costs or of reciprocal' 
demand la the explanation of all exchange, and that 
non-competing industrial groups are found in internal 
industry as well. Trade takes place between nations 
as between individuals, because of relative, not of 
absolute advantages. One country A, may produce a 
certain class of commodities at a lower cost than B 
and nevertheless find it profitable to import them, be¬ 
cause A can produce other commodities still morf 
cheaply than B. It will be advantageous for A to 
export the second class of commodities and to receive 
pay for them by importing the first.” t 

99. Theory of Exchange. —The whole theory of 
international exchange, is based on the redprocal advant¬ 
age exchange confers on nations trading with each other. 
A division of labour thus arises amon^ nations which begin 
to specialise in certain industries. 

“ Each country by specialising in those oommo> 
dities for the production of which it has the greatest 
relative advantages, obtains a bigger return for its 
expenditure of labour and capital than it would have 
done if it had not specialised but had devoted part of 
its efforts to producing the commodities for which it 
was relatively less well fitted. The total product of 
the two countries together will be greater than if each 
had produced all the commodities without speoialis- 
Ing.'* 8 

• Ruida i Bmji an lodiu Eoconamici, 
t Stligiaaa. 
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Thit doctrine is, however, subject to important llnuta* 
tions in its application to actual conditions, the question 
will be dealt with at length in the next chapter. It is 
snfficient here to point out that free international ez> 
change nuy, under certain circumstances, lead to economic 
development that is undesirable from more than one point 
of view. In the first place, 

“ The Bo-oalled system of the territorial division 
of labour by which the orthodox economists assign to 
the backward torrid zone regions of Asia the duty of 
producing raw materials and claim for the advanced 
European temperate zone countries the work of trans¬ 
port and manufactures, as a division of labour in 
production which is fraught with the highest advant¬ 
age to all and is almost a providential dispensation, 
against which it would be foolish to rebel,” * 
is not such an inevitable necessity or a beneficent ar* 
rahgement. 

Secondly, the economic readjustment which follows 
such an international diriaion of labour does not stand 
npon the same footing as the changing and changed 
tendencies of exchange between individuals, classes and 
commum'ties within the same political unit. Thirdly, the 
min of a nation’s industries caused by free international 
exchange may be an exhorbitant price to pay for the 
advant^e of obtaining foreign commodities cheap. The 
loss in productive power may be much greater tW the 
gain represented by cheapness foreign goods secured 
in exchange for home produce. 

ICO Bfleeto of the Revolntlon.— If the advan¬ 
tage of exchange lies in the surplus satisfaction which the 
parties to the transaction obtain, we must make sure that' 
there is such a balance of benefit in a nation’s trade with 
foreign countries. 

“We are often told that one of the advantages of 
the expansion of out import trade is that we get our 


t Eiwyi oa lodfan gisHalee. 
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lupply of manufaotured articles much cheaper and 
better than ve can have oarselves with our present 
means and appliances. This is true enough and is no 
doubt our gain as consumers but what a price are we 
paying for this gain, as producers and labourers f Our 
home manufactures are almost now gone down and 
this collapse means to ns much more than is common¬ 
ly supposed. (Istly) It means to us the disruption of 
our industrial organization and a change firom a many- 
sided system to one resting on the basis of a single in¬ 
dustry ; (2ndly) it means to us the transfer, enforced, 
compulsory transfer of one half our industrial popu¬ 
lation from fields of shilled labour to fields of unskill- 
etf labour, involving as its necessary consequence a 
distinct deterioration in their standard of life and com¬ 
fort ; ( Srdly ) it means to us a fearful falling off in the 
condition and resources of the middle classes, who are 
the baoicbone of every fairly progressive community;, 

(dthly) it means to us a dangerous contraction of the 
total national provision for a growing population: 
changes all of a grave and wide-reaching character, 
amounting to a most disastrous economic revolution 
highly detrimental to the moral, social and intellec¬ 
tual well-being of the entire nation."* 

There has been such a strong revullion in the mind of 
economic students against the rigidity of the theory of 
international exchange referred to above, that even in 
England, the strong-hold of orthodox views on this ques* 
tion, many conversions have taken place lately to the 
other side which emphasises the view of national, racial 
and imperial considerations so often ignored by abstract 
reasoners. A writer observes" And the practical con¬ 
clusion of it all is, ( and it might be inscribed as a maxim 
over a nation's ports in letters of gold), that in the game 
of commerce which is being played between nation smd 
nation'Never sacrifice an instrument of production to a 
foreign nation for the sake of a merely cheaper product 
* Q, V. Jothi’i Writfagi Md SpNchw, ftp 6$i. 
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of the Mae hind of initmment bnt better which they 
poiMH bnt which you do not; bat do ea yoo do at home 
and eacrifice it only to the acquirement of the supmor 
iiutrumenl o/producUm iiself, which cheapened that pro* 
dnet—if yon can get it." t 

101. Growth of Trade.— In the industrial xeToln* 
tion which occurred at the beginning of the last century 
in India, the indigenous producers lost their instruments. 

" The extraordinary rapidity with which the oon- 
struotion of railways in India was aohieved, produced 
an eoonomio revolution in that oonntiy which like all 
revolntioni, was not unaccompanied by suffering. The 
obligation to save life in times of drought and the 
necessity of lines of strategic utility (for it was the 
mutiny which gave the first real incentive to oonstruo- 
tion) have been the cause of that rapidity; and it has 
hod for effect the destruction of the native industries and 
, the ooheentration of labour on that vary employment 
to which droughts are the most dangerous. Hod 
strategic or eoonomio considerations allowed the 
change to be more gradual, it is oonoeivable that 
greater powers of resistanoe might have been shown 
by the native industries, that the lessons of the West 
might have been taught before destruction was inevi¬ 
table, so that labour might have drifted to other occu¬ 
pations as well as to agriculture." * 

The foreign trade of India reached a record figure in 
1913-14, and led the Director of Statistics to remark 
“ In this connection one 'is bound to oonclude that 
when the eoonomio history of the period oomes to be 
written, the striking oharacteristios will be not only 
the rise of prices and its effect on the various classes 
of the community and the country as a whole, and the 
BUOoesB of the oo-operative credit movement, bnt the 
great development of trade, and eapeelally in the year 
under report, which ahows India to be as regards trade 
a land of undefined dimensions." t 
t JobaBnttb Ctohr: TW Whnl U YlmUh. 

* Londsyi Indiu FuabM. 
t Bnisw ol the Xnit el iaMi ttibrt. 
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We give below a few figures relating to trade for the 
years 1904*05 and 1913-14, and the comparison will be 
found most instructive* 



1D04-0S 
Re. (lakh!) 

1913-U 
Be. (lakhs). 

Total Foreign Seahome trade ( merohandiee ) 

269,12 

440,35 

Export! inolndlsg re-exporti 

157,72 

249,04 • 

Import! . 

lOiU 


5et Import! of treasure. 

22,97 


Net Imports of gold . 

9,70 

2623 

Total Inland trade (merohandlse) . 

558,36 

87630 

„ Coasting trade (merohandlse) . 

76,53 

11672 

„ Frontier trade C merchandise). 

13,19 

19,25 

Qross railway earnings. 

39,67 

6656 

Railroad mileage: miles ... 

27,727 

34,699 

Total area 11*000 acres). 

335,976 

616927 

Onltlvatsd area . 

207,721 

226163 

Wheat ttised (1,000 tons) . 

7,583 

6427 

BIcs „ „ . 

22,123 

26167 

Cotton (1,000 bales) . 

8,791 

6201 

Juts.. 


675 

Ooal(ls000 tone) 

8,217 

16308 

Shipping: tonnage. 

U881 

17,386 

Customs revenue (Bs. lakhs). 

620 

1664 

Paper Oumnoy ( gron olrcnlatton ). 

39,18 

66U 

Population, iast osnaua (ItU ). 

sss 

316086772 

« preceding census (1901) ^ ... 

... 

396296433 


* StsdatlcinUtlaf totbajraanottlMirarpKiiylkniietsinDM th^ n* 
pgnqitiaibaanulitataaStU^a^tlMlMt jmt at the pn-wer period- li 
teha fce e oa pw liee n iith 
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The ihare of trade per head of population in India ii 
extremely small as compared with that of other countries) 
and is Ss. 13-3;as against Rs. 24-10 for Russia, Rs. 39 for 
Japan, Rs. 232 for France andRs. 386 for the United King¬ 
dom. The increase in the value of the trade shown in the 
above table, is largely due to the enhanced prices of 
many of the staple products exported. The exports of 
food grains are almost negligible being, 4 per cent, of total 
production; but the percentage of exports is very high in 
the case of cotton, jute, tea and indigo, half the quantity 
produced being exported. The following table gives the 
percentage of exports of certain principal crops to total 
production 

Fercentags of Ixports to prodnction. 

The qninqnenninm ending in 1813-14. 


sin. 

... S 

Seaeemnm ... 

... _ >5 

What _ ... 

... i5 

Suger M. .s. 

.M ... 5 

Cottn (nw) 

... 55 

indigo... 

.39 

Rape ud Muitud 

... >3 

Groundnut! 

.3t 

Uand . 

... 77 

Jute (rew) ... 

~ ... So 


103. suet PeatareSa —It is a remarkable feature 
of India’s foreign trade that the bulk of tho imports 
consist of manufacfared articles and half the exports of 
raw materials; and this characteristic to which we have 
referred before, as a disagreeable indication of the ruiali- 
sation of India, distinguishes even the latest trade statis¬ 
tics. When after the outbreak of the war, the capture- 
the-enemy-trade cry was heard on all sides, it was believed 
that India would be able to fill in the gaps left by the 
cessation of imports from enemy countries with similar 
products of home manufacture. But little success could 
be achieved in this matter; and the reason why India 
failed when Japan could jump* with a bound to occupy 

* The pre>inr evenge ihve of lepan In car import mi a'S per cent; it 
taotHed to 5‘f end to B*9 per cent, in x9i5-l6> nod in 1916*17 mpeidv^s 
'(Staletheout-breekotmrimportifrom JepM hewhuneied faje66pv 
■•MBpendirith'thep»wer qataqoimial^avenge nod tta ttportibj 17 pa 
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oar marketa, was that this country was ill-equippeil with 
the essentials of industrial progress and hod to look on 
helplessly.! 

The grouping of articles of export and import in the 
trade statistics, is not very happy in view of an inquiry 
into the form and character of the articles exported and 


imported. Taking the classification as it is, however, we 

notice the following relative shares of the 

four different 

categories of articles 

Exports C19 z3*i4) 

Relative shan of 


Rs. (lakhs) 

•adi class. 

1 . Food, Drit.k lod Tobacco 

... ... 64,77 

... ... t6'S 

i. Raw materials 

... ... ias,46 

.. So-i 

3. Artielei manufactured ... 

... 54|$9 

... 31-4 

4. ,,, 

a,4r 

... ... t 

Total 

... 944,23 

zoo 


Imports (t9i3-i4) 

Relative ehare d 


Rs. (lakhs) 

eadi elase. 

z. Pood, Drink and Tobacco 

... ... s4,e6 

... l3-4 

s. Raw materials etc. 

... 10,56 

... 5'8 

3. Articles mmudactnred 

... ... t4S,l6 

... ... 79-9 

^ Wseellmeous 

... ... Mr 

... ... Z'6 

Total 

. IS3,1S 

M. ... ZOO 


• 

That about 80 per cent, of.the total imports and half 
of the total exports of merchandise should be manufactured 
articles, is a positive proof that Indian people lack the 
enterprise, the capital and the skill that are required to 
turn the raw materials into finished products. This re* 

ent The dM ertiele ol import in wai piece goods which were veined 
it Ssi i!4S lakhs as aguost Rs. 6 lakhsi the pre^r quiaqaeonid avenge* 
The nest important artisles w«a silk goods, hoeic^, w^hes, glaes and cotton 
yam. As compared with the pre-war year r9z3-i4, glassware iacnaied hr 
Rs* 74 lakhs, watches by Sa lakhs, hosiery and hsrdware by Rs. 44 lakhs each, 
sagar by nearly Ss. 4i lakhs and cotton yam by Rs. 39 lakhs.“—Aevlew d ths 
IVide of India, Z9z6-x7. 

t The llmdtteni Board is reported to have done a good deal in m ^nhclm* 
ing locally artldsi whkh oisd to be imported and to have dins »”tr ated 
the industrial poaribtUtka eC India. It is to ha sein whatlMr this —parfmeti*, 

kadi to toy inbitatatU sod pomaont neoks aflv the doss at the Wv. 

al 
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preMnti m much loss of pnductm power, and dependence 
on a eingle induatry which ia aubject to the operation of 
the law of diminishing returns. The expanding imports of 
manniactured goods are taken as a welcome indication of 
the steadily growing purchasing power of the people and 
therefore ^ material prosperity. It is, however, forgotten 
that they also mean the displacement of the inoigenous 
industries by foreign manufactures. 

Increasing exports are not always a sign of growing 
prosperity. In the case of India the expanding exports 
of raw materials represent the payments of various kinds 
that have to be made abroad. They consist of the Home 
Charges, payment of interest and remittance of profits by 
foreign merchants and manufacturers working in this 
country. Little of the foreign trade of the country is in the 
bands of Indians and the gains of European shippers, plant¬ 
ers, miners, bankers, millowners &c., sent abroad take the 
form of the exports for which there is no return, unless a 
portion of these comes back as capital to be invested in 
industrial and commercial enterprise. India's foreign trade 
will be decidedly profitable to her people if a large part 
of the raw materials were worked by them in the country 
and the profits of industry and trade remained in their 
hands. 

103. Absorption of Gold.— These are considera. 
tlons which ought not be ignored in drawing conclusions 
from export and import statistics of India. The country 
must certainly import articles which it cannot produce or 
produce cheaply, and export indigenous products for 
which there is a demand in foreign markets, Indian 
staples like cotton, jnte, tea, oilseeds and wheat command 
high prices abroad, and we can buy with these exports a 
larger variety and quantity of foreign goods, conducive 
to the progress a^ comfort of the people. Making 
allowance for the increased prices of the imported articles 
which are purchased with the exports of steadily growing 
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valne and for the fact that these profits are partly 
absorbed by merchantsi shippers^ bankers and other 
middlemen^ it must be admitted that the cultivator who 
grows the commercial crops haS| during the last few years, 
been able to make some unexpected gain, though his cost 
of production and of living has gone up all round. 

The normal excess of exports over imports is paid to 
India by the Secretary of State’s drawings, which, how¬ 
ever, really mean a remittance from India to London, and 
the imports of the precious metals; and large quantities of 
gold have thus been recently absorbed in this country. 
“The absorption of gold in India rose from Rs. y} crores 
in 1890-91 to Rs. 13 crores in 1903-04, to Rs. 21 crores 
in 1907-08, to Rs. 25^ crores in 1911-12, in 1912-13 to 
Rs. 31^ crores and in 1913-14 to Rs. 34^ crores.” Looking 
to the large population of the country, its illiteracy and 
economic backwardness, its lack of opportunities for 
industrial progress and its poverty, this absorption of 
gold is not to be wondered at. Though it is barely one 
rupee per head of the population, it must be admitted that 
the country will certainly benefit if the gold could be 
used as capital for the industrial development of the 
country. 

In this connection Mr. Findlay Shirras observes ;— 

“ It would seem that India is hoarding more than 
formerly, if by hoarding is meant the non-productive 
use of the yellow metal. It is used ohiefly in the form 
of ornaments, and as is well-known, most of the gold is 
Imported in small bars to meet a demand in the same 
way as piece goods are imported...Thi8 accumulation 
of the precious metals is far greater than would be 
necessary to develop the railways, schools, xsolleges 
& 0 ., which are required at the present time. If the 
gold absorbed In each year had been invested In rail¬ 
ways at thejordinary rate of 4 per cent, the interest 
'alone would amount to Rs. 13 crores per annum or in 
the aggregate to over Bs. 142 crores. Had this been 
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so InvMted then would have been a great increase In 
produotlon with a very considerable increase in well¬ 
being.”* 

This is tTDo enough. Some of the gold coming into 
the country is, even under existing conditions, being 
probably used for productive purposes. But the producers 
are so scattered and the amounts falling to their lot are so 
small that the gold imports do not make much impression 
on the industrial situation. If the Indian exports enable 
the people to bring more of foreign commodities so as to 
promote their economic development and well-being* 
foreign trade mast be a blessing, and the expansion of 
this trade is to be welcomed and fostered. This elemen¬ 
tary principle is undeniable. The point, however, is that 
there wili be a greater production of wealth and a larger 
number of people will benefit if some of the raw materials 
now exported to foreign countries to be received back in 
the form of manufactured articles from them, could be 
utilized in India and gave scope for the development of 
the talent, skill and enterprise of Indians themselves. 
Were it not for this feature of the question, there would 
be no international ptmggle for the capturing of markets, 
pushing and dumping of manufactures and a keen struggle 
for the promotion of national industries. 

104. Blieet ol Rallwayir— Railways and metalled 
toads have accentuated the economic revolution described 
above while they have, at the same time, brought about a 
better distribution of commodities among the various parts 
of the country. The motives which animated Lord 
Dalhousie in his enthusiastic advocacy of the promotion 
of Public Works, were more political and nulitary than 
social and economic. 

“ It was Lord Dalhousie’s dream to strengthen 
the domination not only of Suglish rule, but of English 
trade and oommeroe in India and the permanent in-* 
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terests of this oountTF weie aubordlnated to this all* 
engrossing ambition. The contemporaneous rise of 
the sohool of Free Trade in England and the great 
reputation which its apostles enjoyed, furnished the 
metaphysioal groundwork for this essentially selfish 
and grasping policy. The value of India to the British 
nation was measured by the quantity of raw material 
which the resources of Indian agriculture enabled it 
to export for the feeding and maintenance of the’ 
Lancashire manufactories. India was to devote all 
its energies to raise the raw exports, and canals, rail¬ 
roads and improved communications were to be pushed 
on at any cost to facilitate the export of raw materials 
and the import of English manufactures. India’s own 
industrial needs were of comparatively no conse¬ 
quence* ” 

Anomalies of railway rates which tend to encourage 
the exports of raw materials and imports of manufacture 
goods at the cost of indigenous industries and internal 
commerce, are a standing grievance-f The situation in 
India in the matter of her railways and trade is peculiar 
and a comparison of it with the expanding commerce of 
self-governing Dominions, for instanqp, where railways 
have been constructed with borrowed capital, is mis¬ 
leading. 

Besides the difiSculty about railway rates, which 
hampers the growth of industries, there is another feature 
of Indian commerce that must be noted in this connection. 
The total value of India's sea-borne foreign trade which 
reached Rs. 440 crores in 1913-14, has evoked expressions 
of satisfaction. 

“ But who handled all this 1 From loading into 
the railway trucks to the place of consumption in the 
case of exports and from the place of manufacture to 
almost our doors, in the case of imports, we do not 

• Jolhi'B Writingi iod Spewahwi pagti 674*675. ~ 

t ProMdiap of the Viceroy** Lenitive Coondl in ^ 
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deal with it We buy and lell in oni towns and 
Tillacai and we have nothing praotioally to do with 
it beyond out noeee.”* 

If the charges for financing, freight, insnrance and so 
forth, connected with this large volume of trade, are calculat¬ 
ed at 5 per cent., the loss to Indian people will work at 
Rs. 22 crorea a year 1 This is why the growing foreign 
trade and the expanding railways of India do not bring 
in to the people an adequate retnm, and do not bear com¬ 
parison with the eminently satisfactory state of things 
which characterises other countries which are developed 
by railways. 

105. Means of eonmonleatlon.— During the 
twenty years 1892-1912, the total mileage of railways has 
lyore than donbled.t 

“ Ballways have now linked up different parts of 
the country and have constituted India into, as it 
were, one market The deficiency in one part of India 
now makes itself felt all over the oountry within a 
very short space of time and is made good at once, 
the rise in the price-level being comparatively small. 
Every village and every district which is coimecled 
by rail are no longer self-supporting units. The 
powerful and ubiquitous agency of organised com¬ 
merce has taken the place of the former system, the 
isolated and self-sufficing village." tt 

Statistics showing the growth of railway mileage 
and traffic are given below 

* Rsport U Eiglitli Indian InduCilal Contennce, pagt LIV. 

t ThtnawbwrfmUtaotiUidvayKfnfattn&ttthenl at iSiS-iS 
m u,iU •• ^ ito4.«S, the inatiM In the decade thus 

WngeS per cant 

qin total number oIiiaaBeagencaRied me h round nninltr SiS mUlliam 
olidiam about Sii mitUone vece third elaapaeacnga. 

Hie total quantitj ol goode carried me 8l,6i3,ooo teu. 

tt X. L Wta i Repeet la High Prices. 
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”2*1.** IK and 3rd 

(SoM. CloH. Inter. (^aM. Total. 



1898 01,993 6 ti l,lS3 S,o73 i3x,Sll iSi.Sdd 3S,64o 6.00 

i9o3 od.SSl 594 a,S 8 o 7,li4 iS4,o9s 2 ic^l 3 i 47,684 5,64 

l9o8 30^576 748 3,3l7 10 , 06 a 184 , 571 ' 3oi,i69 61 ,398 S.o9 

I9l3-I4 34A56 8l3 3,46a ii,37l 4lo,96a 457,7l8 8l,6l3 4A4 


This extension of railvrays ha8 revolutionised 
the internal trade of the country. The extension 
of metalled roads has assisted in this revolution, and 
owing to the good prices which producers can com¬ 
mand, there is a great demand for the construction of 
feeder lines and of roads to link up the interior with the 
trunk lines. There were in pre-British times only a few 
fairly good trunk roads, and it was in the fifties of the last 
century that a systematic effort was begun for extending 
these communications. * The railways themselves creat¬ 
ed a demand for metalled roads and the Public Works 


Department and the Local Boards are now charged with 
the responsibility of maintaining communications. 

This improvement in communications has stimulated 
trade from the interior to the ports and between different 


*"RoodihsnIiMn difSralttocoutnut osd koephiKj»ir. Forlntho 
gml Plilni, which in bdlc up ol ziTCr-bonie coil, thera ii no rmd metal it 
hood, and nndl the Biltiih had cooKraetad cailwayi, it waa too dlSenlt and 
eoKlrtohiingitanetnna diKanca. So that the made wen menly hentan 
mdu aoram the adds, tUeh with duK fat the dip teaaoo and Impeidhla on 
ac re t mt at mnd in the wet. In the hill districts, heaey gndlcnta mid tonential 
'downpouis defied the nod bidldec. Bees now then an onlj 54 ,000 -a— o< 
Md al led nad in the coimliy, that ii, leas theo one mile at good load tor 

laA tUctj aqnsn mOeotland" 1 —a B,Thantoot Economic(hognphv ol 
dnBritkkBmphn 
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plBOM in the interior itself. Many of the railways have 
diverted the old conrse of trade, new centres have been 
formed and the prosperity of old trade centres has declin¬ 
ed. In the interior of the country, bullock carts are still 
indispensable for the transport of goods, though the 
railways and motor transport have considerably displaced 
the carts and the pack animals. The old caravans are no 
longer necessary and exchange has been vastly increased 
by the reduction of the cost of transport. Hailway and 
maritime freights have steadily gone down and India’s 
foreign trade has thereby expanded with great rapidity. 

The, Post Office and the Telegraph* have largely 
stimulated interenal and foriegn exchange. The rapid 
development of the Post Office will be seen from the 
following statistics 


'Yetf. 
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106, Inland trade;— Complete and reliable statistics 


for internal trade are not available. But from those that 
are compiled, it is estimated that the inland trade is about 
three times the foreign sea-borne trade. 

“ If, to the former, are added the trade by rail 
and river between the internal divisions of provinces, 

(which is recorded but not taken into account in the 
Imperial accounts ), as also the coasting trade, the 
total internal trade comes to about three times the , 

* The anmher at taliod telignpUc meenigie Irnrw il boa lO 3/4 mnii—. 
k iM'io to eboot i5 niUloat in I9i3-i4. The taemHe In thi anmbw at 
(gitlgnaMacii wnetroa It 3/4 liUila i6i UU 
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foieign Bea-bome trade.* The rail-home trade, how- 
ever, it should be remembered, between one station, 
and another within the same internal diyision of a 
province, or within a ITative State, is not recorded.” 

The port towns of Calcutta, Bombay, Karachi and 
Madras play an important part in the internal trade ; and 
the bulk of the traffic, representing about twe-thirds of 
the total trade, flows directly to and from the chief ports. 

" The articles of exports are generally indigenous,' 
and the importance of the provinaial trade depends 
on the production of the staple articles in the respeo- 
tive provinoes. Bengal’s position in the inland trade 
is high on account of jute, rioe and other food-grains, 
oil-seeds, cool and tea produced in the province. 
Bihar and Orissa is important for its enormous produc¬ 
tion of coal. Tea is the staple product of Assam; 
Ootton, wheat and seeds of the Bombay Fresidenoy 
and Sind; ootton and groundnuts in the Madras Fre- 
sidenoy, spring and winter crops ( e. g., rioe, wheat, 
gram, lin-seed, rape-seed, &o.) in the United Frovin* 
ces and the Funjab chiefly account for the large 
movement of these articles to Calcutta, Bombay ports, 
Madras ports and KarachL ” 

The coasting trade from one port to another in 
British India, Native States and Foreign Possessions is of 
a similar character, and its net value in 1913-14 was 
Rs. 68.44 crores. The land frontier trade is much smaller 

*" For neerlj forty you* India hMpowciKd* lyitoni of inliod tnda 
legiitiitioo, and in thii raipect i, inare lartimate than moat conntriaa. The 
ngiatration of the trade ia done mainly from involpea hj the audit oSceacd 
tallvaya, bj inlaad ateamer agendea, and by regiatiaUmi poata at lalected liver 
etetiotia. Pee thia prupoae the country ia divided into aeventeen trade blocke, 
vhldt ate farther aubdivided into minor or intenal bloaha." The quantity and 
value of total mmliMnHii imported and exported front Frovingee, Native Stelae 
and chief aeaporta, by tail and river, were aa tbUowai— 

Unantity (in thouaaiida of tona ). Value (in lakha of Raj 
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and was Tslned in that year at Rs. 21.44 crores. Persia, 
Afghanistan, Dir, Swat and Bajanr, Central Asia, Nepal, 
Tibet, Sikkim, Bhutan, Western China, Shan States and 
Siam, participate in this trade. The imports from these 
places consist mainly of raw materials such as wool, 
timber, hides &c., and the exports to them of piece goods, 
metal manu&etures &c. 

107, Extinction of Indigenous Shipping i— 

" Thns has passed away one of the great national 
industries of India after a long and brilliant history, 
oorering, as we hare seen, a period of more than 
twenty oenturies. It was undoubtedly one of the 
triumphs of Indiau oirilization, the ohief means by 
which that oirilization asserted itself and influenced 
other alien eirilizations. India now is without this 
moat Important organ of national life. There can 
hardly be oonoeired a more serious obstacle in the 
path of her industrial derelopment than this almost 
complete eztinotion of her shipping and ship-building."* 

Is these words does prof. Radhakumud Mookerji 
deplore the disappearance of one of the great indigenous 
industries of India. The total extinction of Indian ship¬ 
ping and the entires dependence of this country for trans¬ 
port of its exports and imports upon the mercantile marine 
of other countries, is. a striking feature of the economic 
nrolntion which is the subject of the present chapter. 

At one time Indian shipping was extensive and the 
ship-building carried on in Indian ports was a profitable 
industry. But the old vessels and sailing ships have been 
displaced by foreign steamers most of which are of very 
high carrying capacity. And the total freight on the 
growing foreign trade of the country means a loss of no 
less than Rs. 30 crores a year, to which must be added 
the heavy loss to the people on account of the disappear- 
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ance of a valuable indastiy. An idea of the itaipping 
engaged in the Indian trade may be obtained from the 
following atatistics 


1910-11 

No. of vessels. 
8,561 

Tons (1.000) 
14,994 

Average, 

1,751 

1911-12 

8,868 

16,616 

1,874 

1912-13 

8,749 

i7,484 

1,998 

1913-14 

8,617 

17,386 

2,018 

1914-15 

7,960 

12,857 

1,611 

1915-16 

8,634 

12,152 

1,407 

1916-17 

10,356 

11,954 

1,150 


Since the opening of the Suez Canal, foreign trade 
has been carried mostly in steamera at the expense of 
sailing vessels. 

“A few Bailing veaaela atili visit Calcutta, but the 
sailing ships entering other ports are now almost 
entirely those olasaed as native craft which, though 
numerous, contributed iu 1913-14 leas than one per 
cent, of the tonnage, and were engaged in trade chief¬ 
ly with Hast Africa, Arabia, Persia and Southern 
Asia. They are slowly but surely disappearing.” 

The vessels which enter and clear*the ports of India 
for the most part fly the British flag, the tonnage of 
vessels sailing under that flag representing about 75 per 
cent, of the whole, of wh^h 3 per cent, is the tonnage 
of vessels under the British Indian registry.* 

108. Porelsn Shipping and Snbaldles:—‘Vessels 
belonging to foreign countries are obtaining an increas¬ 
ing proportion of the carrying trade, and the Govern- 

• RenewottheTnuJeoflndl*, lSl3-l4. 

In 1S13.14 the ntunbeti at Teeeela under (he prindpel Bags were, Britlib 
udBritUh Indian, 5,454, German 559, Anstro-Hungarlan iSS, Japantie i9i, 
Norwegian So and French 6o. 

While, of eonree, enemy ships disappeared during the war, there was a large 
increase in the number oF Swedish, Norwegian, Dutch and Japanese Tosseli that 
entered and sleared in the foreign trade. Japanese eessels inenaaed from t3o, 
the pre-war enrage, Ito iS3 in i9iS-i6 and to 477 in I9l6-t7, 
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ments of those eoantriei pay large snbsidies for enconrag* 
ing naidgationi sbip-bullding and the extension of steam* 
ship routes.' The total amount of subsidies of all kinds 
paid by the Japanese Government to its steam-ship com¬ 
panies in 1911 came to more than Rs. 2 mores. With 
the help of the State, Japanese industries and trade have 
been making rapid progress, and shipping and ship¬ 
building have not been neglected by that progressive 
nktion. The following table shows the nationality of 
vessels entered and cleared in Indian ports. The figures 
exclude native craft and vessels * engaged in the coasting 
trade;— 


Nationality of vessels entered and cleard. 
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It may be contended that a large mercantile marine 
if not indispensable to the greatness or even to the 
prosperity of a nation, and the contention may be based 
upon the theory of the division of labour among nations 
and of specialisBtion. It is beyond all dispute, however 
that, 

*' Maritime transport is a lucrative industry, and 
that a country which, like Holland in former times 
and England to-day, transports the goods of all other 
countries, will find profit in doing so; 'while the coun¬ 
try which has to apply to other countries to transport 
its own products must evidently pay the price of it. 
Thus France, who transports only a small proportion 
of her exports, has to pay over £12,000,000 annually 
to foreign ship-owners ; while England who transports 
two-thirds of the tonnage of the whole world, and who 
besides builds ships for all nations, gains by this two¬ 
fold commerce over £ 80,000,000 per annum." t 

Gide, who describes what strenuous efforts* the French 
Government has been making to promote the growth 
of French shipping, antidpates the Free Trade argu¬ 
ment 'that it may be much more advantageous for a coun¬ 
try to have its goods transported cheaply by other coun¬ 
tries better equipped for the purpose tOan to do it itself 
and asks in reply 'whether it would not be good for a 
country as favourably situated as the others to do it itself.' 

With a growing foreign trade India is nowhere in the 
matter of shipping and ship-building when compared to 
other countries. Here is an important avenue of wealth- 
creation for the Indian people. If India can transport her 
imports and exports in her own steamers, she will save 
Rs. 30crores a year in freights! and vriU give employmen t 

t Gide: FoUtlcel Economy. 

' Than effinte have eppanstly proved, according to Gide’e ihowbig, 
metatnl ae the nation hai hardiy received in retnm even a portion o( the value 
epcnt In nibeidlee to ehip-ownen and ■hlp-bnlldere. 

{ Thebeightpertonto London for Indian rice and wheat, which wee 
ahoni II a in iBS6, i$ a in i9o6 and £ I 4 a in 19:4, nee to £ 4 la i9l5 
Md tog S S a in i9i6 I 
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to thousands of workmen of all grades. It is anamalous 
that India should be entirely dependent on other coun¬ 
tries in a matter like this when the traditions of the 
people ensure the success of indigenous shipping and the 
requirements of economic progress demand development 
in that direction. 

109. Sammary.— We have attempted to explain 
the condition of Indian trade, seaborne and inland, in 
this chapter which we have headed ‘Economic Revolution', 
and it is hoped the reader has realized how the revolution 
came about. From the dawn of history down to the 
eighteenth century, India occupied a pre-eminent position 
in the world as a great industrial and commercial country, 
whose wealth attracted to its shores merchants from all 
quarters of the globe. Indian mariners ventured to 
distant seas and the products of the Indian soil and of 
Indian workmanship found a market in far-oi! lands. 

The fame of Indian wealth led European nations to 
compete with one another for securing a monopoly of trade 
vrith this country, and since the establishment of British 
supremacy in India, her foreign trade has steadily increas¬ 
ed. The means of communication in the country were, 
however, very defective and merchants could not pene¬ 
trate the interior. But with the advent of railways, 
the situation underwent an important change. The 
continent was traversed by trunk lines which con¬ 
nected the ports with the interior, and the market for 
Indian produce steadily expanded in foreign countries, 
as Indi^ provided a widening market for the manufac¬ 
tures imported from abroad. 

The influx of large quantities of cheap fabrics manu¬ 
factured in factories run with steam-power, steadily dis¬ 
placed from the Indian market the products of indigenous 
industries, and India tended to become more and more a 
predominantly agricultural country exporting raw 
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materials and taking in return for them finished goods. 
Improvement of communications has lowered the cost of 
transport and the Indian cultivator has been brought into 
contact with the western consumer. Foreign demand for 
India’s raw materials has enhanced their value and to that 
extent the purchasing power of the Indian rayat has 
increased. This must, however, be regarded as an inci¬ 
dental gain, not sufficiently large to compensate for the 
lose of productive power which the decline of Indian 
industries has entailed. The economic revolution has 
thus proved disastrous to India and a counter-revolution 
rehabilitating India's industrial position is urgently needed. 

The extension of metalled roads and railways has 
revolutionised the old system of exchange in the country 
itself as that with foreign countries. But the policy of 
railway construction was not pursued with a view to the 
encouragement of indigenous industries, and has only 
resulted in their decay. The foreign trade of India, which 
is going up by leaps and bounds, is also not in the hands 
ofthe Indian people and the huge profits made out of it, do 
not enrich the country. The shipping employed in the 
transportation of exports and imports, is not Indian, and 
the financial organization is not in Indian hands; and 
thus crores of rupees which would have otherwise remain¬ 
ed in India and increased the supply of indigenous capital, 
are lost to the country. 

On the orthodox theory of international exchange, 
this position is an illustration of an international division 
of labour and of sfpecialization. But we cannot view the 
situation with such complaisance. The rustication a£ 
India is a great danger and her people cannot be satisfied 
with a mere theory when other lutions have push¬ 
ed their commerce and industries with the direct and 
indirect assistance of the State at the expense of India. 
The doctrine of international exchange is correct, but 
conditions in India are abnormal and, as a result, her 
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people aie not calculated to benefit bj foreign trade to 
the extent thej should, under existing circumstances. 
India must, therefore, manufacture her raw materiali 
more and more, and her people must contiol her trade. 
Industries, shipping aod financing. This is the counter 
revolution to which we look forward, and the energies of 
the people and the State must be bent towards the attain* 
ment of that goal. 
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110. Preedom of Trade.— The account given in the 
last chapter of the economic revolution which has taken 
place in India and has reduced the people to the state of 
prodneers of raw materials and consumers of foreign 
manufactured imports, leads naturally to a discussion of 
the question whether it is desirable that trade should be 
left to take its own course or it sbonld be so regulated as 
to move In certain channels with a view to its conferring 
upon the nation specific economic benefits. As we have 
s^wninthe last chapter', the theory of international 
trade extends the idea of the simple and mutually bene* 
fidal exchange between individuals, to the oommerbe 
between eommnnities and countries, and on that theo^, 
Bathing can be more detrimental to humanity than any 
restrictions upon free intereonree between nations. 

This theory took a long tinu to develop and to bo 
pnt in praetioe. Commerce with strangers was, loir 
centuries, looked upon as a bargain in which one of the 
two parties derived benefit, and foreign trade waa nothiiig 
bat the exploitation of foreign ooqatrief for the al> 
n. 
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nntage of one’s own nation. The Phjrsiocrats believed 
that {oteign trade, like domestic, produced no real wealth 
and if one of the parties to the bargain gained, it was at 
the expense of the other. They, however, condemned 
the restriction of foreign trade on the ground that liberty 
and free competition alone made plenty possible. 

IIL fflereantlllsm.—The Fhysiocratic doctrine re> 
presented the reaction which took place in Fiance against 
Mercantilism that held the European field for nearly 
three hundred years. Adam Smith, following and im¬ 
proving upon the Physiocrats, led this movement in 
England, and the policy of commercial restriction became 
discredited there till in 1845 the last shackles on inter¬ 
national exchange were thrown off and the flag of free 
trade was planted on the citadel of British me>cantilism. 
It was at one time the fashion to pass wholesale con¬ 
demnation upon the thought and policy of Mercantilists 
bnt they have recently been better appreciated. 

Mercantilist tendencies which prevailed in Europe in 
the sixteenth, seventeenth and eighteenth centuries, are 
thus summarised 

" (1) Towaifls over-estimating the importance of 
possessing a large amount of the precious metals; 
(2) towards an undue exaltation (a) of foreign trade 
over domestic, and (&) of the industi 7 which works up 
materials over that which provides them; (3) towards ' 
attaching too high a value to a dense population as 
an element of national strength; and (4) towards In¬ 
voking the action of the state in farthering artlfloially 
flu attainment of the several ends thus proposed as 
desirable.”* 

In spite of the obvious errors and exaggerations of 
Merantflism, the circumstances of the time, it is now 
oonceded, necessitated its adoption and even rendered it 
benefidal. Even Adam Smith justified certain exceptions 
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to liii general doctrine of libertjr and approved of the 
Navigation Act on the ground of defence being more Im« 
portant to a nation than opulence. The theory of 
commercial freedom was perfected by Adam Smith's 
foUowetSi and in the hands of Ricardo and Mill, it assumed 
Biigidity which in its turn, provoked a reaction. By the 
middle of the nineteenth century, the Free Trade theory 
of the Classical School had won a complete triumph in 
Europe. 

" Freedom of international trade was aooepted as 
a sacred doctrine by the economists of every country. 

In Germany, as in England, in France as in Bussla, 
there was complete unanimity among scientific autho¬ 
rities. The socialists at first neglected this topic, and 
when they did mention it, it was to express their 
complete approval of the orthodox view."t 

112. Reaction.—But the sense of triumph felt by 
the advocates of free trade was rudely disturbed by the 
appearance of List’s system cf National Political Economy, 
The political and economic condition of Germany favoured 
the success of his book and of the new doctrines it 
preached, and the publication of List's^work was as great 
a land-mark in the development of economic thought as 
the appearance of the Wealth of Nations had been two 
generations before. List’s work was characterised by 
originality, and he was a pioneer in the field of develop¬ 
ing national Political Economy. He introduced two ideas 
that were new to current theory namely, ‘ the idea of 
nationality as contrasted with that of cosmopolitanism, 
anH the idea of productive power as contrasted with that 
of exchange values.’ 

High hopes bad been entertained about the spread 
and acceptance of the free trade doctrine, and it was. 
believed that a new era of universal peace and amity had 
dasrned. But this dream was shattered by the awakening 
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•I nitiontl oondouineti In countrlei which won aeond* 
miolly backward and by the growing deiire among them 
for many-eided national development. Ust maintained 
that regnlation of trade and industry was necessary for 
the lyitenatlc development of a nation’s resonroea and 
of its latent productive capacityi which may be han^arid 
by foreign competition. 

" The Amerioan economist, Carey, directed hie 
attack, like List, against the industrial prewmlnanee 
of Sngland and subatitntad for the ideal of interna¬ 
tional division of labour the ideal of independent 
nationality, each nation devotingiteelf to all brandhae 
of economic activity, and thus evolving its own 
individuality.” 

The wave of reaction which was thus nshered in 
spread all over the world, and there is not a single country 
in the world to-day, excepting England, which has not 
discarded the absolute doctrines of the classical school of 
Political Economy. And even in England the movement 
against an attitude of indifference towards commerdal 
1 ^ l.ndustrial organization, has gathered force and the 
ai^’ence of the greatest war known to history, hu 
oeoMtitated a region of national economic ideas and 
policy. 

113> eolonlal PoUey.—European nations, in tha 
grip of Protection, endeavoured to stimulate manufactured 
exports and to discourage imports from foreign countries, 
except raw materials and the precious metals. They 
exercised a rigid control over the trade of their colonies 
In the West and the East and manipulated it in such a 
my as to benefit the mother country at the expense of 
tbi^ economic development, Spain monopolised the trade 
with her colonies in the new world and tried to prohibit 
othor oonntries from participating in it, Tha wars of 
i^gj^aad srltb Spain, Hollud and Friaee dnint ti^s 
pmmt es nt h and ai|htaantl| caaWiw. we^ oUeilM .aai 
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tealaaroial wan, ndthe jealonaiea which have aianad 
tha firiendly relationi of Boropean powers with one 
aaotlwr, during recant years, have been also comatercial. 

Tha settlements, protectorates and spheres of In* 
ftMQce of European powers in Asia, Africa and America, 
w^ioh are inhabited by backward races are fields of 
aamomic exploitation, and attempts are made to keep 
them at preserves for tha trade and industries o{ the 
mother country. But colonies where white populations 
havu settled, can no longer be treated as plantations used 
to be in olden times, and the American War of Indepen* 
denoe taught a lesson which has been taken to heart* 
The tendency now is to draw together countries inhabited 
by people of the same race and bind them by ties of pra> 
fermtU tariffs. Large aggregates thus form customs 
unions and they trade freely among themselves, only 
imnaliuag the trade of foreign countries. 

While tariff wars are, therefore, waged with foreign 
and rival countries, concessions are given by fiien^y 
nations to one another. The tariff reform movement in 
England has thus two aspects: it is intended to protect 
British industries against the encroactfinents of foreign 
nations i and by it the Dominions are to be linked closely 
' to the mother country by a scheme of preferential trade 
within the Empire. Sir.,Joseph Chamberlain initiated 
the movement soon after the Boer war, and though, owing 
to the continued prosperity of England, in spite of or as 
a result of her free -trade policy, it was discredited for a 
time, ,the world war added tremendous weight to the 
for Protection and Imperial consolidation. 

This essence of British Imperialism and Tariffs Bsk 
^ rm found expression in ^e speeches of Mr, Cham* 
IMKNb and the writings of the Tariff Reform l eag ue , 
iD .llaMh 1907, t he Lon d o n Ch a mb e r of C om m e r a e pumei 
■W^ tdB ew te g raseleftioB t— 
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” This mmtiiig of the London Ohamber of Oea‘ 
mine to of opinion that the present flsoal sjstem to 
no longer suited to the needs of the oountrp, and that - 
it should be altered in suoh a manner as will enable 
ns, first, to promote the oommeroial union of the . 
Xmpire on a preferential basis: and second, to raise 
a proportion of our revenue from the imports of foreign 
manufaotures, which will tend to safeguard our 
‘ industries from the unfair competition of foreign 
countries,''* 

Tlie ease for British Tariff Reform and preferential 
trade within the Empire, stands or falls with the general 
theory of Protection and its applicability to the peculiar 
conditions of England and the other parts of the Empire. 
Round no subject has such bitter controversy laged as 
round that of the comparative merits of Free Trade and 
Protection, Let it be noted here that Protection as com* 
monly understood and defined, is a systematic attempt to 
develop the industries of a nation by the imposition of 
discriminating duties on manufactured goods imported 
from other countries. Import and export duties are the 
usual means employed to protect and promote industries 
and to retaliate upon foreign countries for their policy of 
restriction. Those who are opposed to Protection, insist 
upon the absolute freedom of trade as being essential for. 
t^ development of a nation's resources and regard every 
interference of the State with the freedom of competition 
at detrimental to the best interests of the commum'ty. 
Protection has reference, therefore, not only to restrictive 
import and export duties but also to other measures taken 
by the State suoh as bounties and subsidies, for the 
protection and enoouragement of national industry 'and 
trade. 

The Protectionist's potent wespon, however, to the 
Import duty with which he fights with the foreign mana* 
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fgotnrer and teeks to keep out his comiaodities ki ordeV 
to give B fair field to the indigenous producer. This policy 
is a legacy of the times of the Mercantilist regime, and 
the spirit of modem Protectionism is the tame though the 
form of the protection given and the grounds on which 
it is given, may have slightly changed. Advocates of 
Protection also seek to reconcile their theory to the 
general development of economic doctrines and thus to 
defend themselves from the criticism which is regarded as 
justified against Mercantilism. 

114> The eontroveny.—Opinion on this question 
of choice between the laissez fain doctrine and bene* 
volent State intervention for the protection of national 
industries, ranges over a wide area. Some pin their faith 
to the natural order and the beneficence of free com¬ 
petition ; others, while accepting this doctrine in general, 
would relax its rigidity under certain exceptional con¬ 
ditions; and several maintain that under a system of 
natural liberty, a nation’s prosperity is endangered and 
therefore State regulation of industry and trade are 
absolntely essential. While on the subject of inter¬ 
national trade, we have shown that in,theory exchange 
of commoditions between nations, as between individuals, 
is advantageous to the parties concerned, but that in 
applying this theory, certain peculiar circumstances have 
to be taken into account. 'As a practical measure, there¬ 
fore, protection will not be a panacea for all economic 
Qls as free trade will not prove uniformly beneficial. 

Economists have taken pains to expose the common 
fallacies underlying Protectionism, and some of the 
absr^ities of that position, though not obvions, are not 
diflfienit to appreciate. The faith of the free trader in his 
favourite doctrine is also touching, and it is necessary to find 
ont what truth there is in the contention of the two sides. 
What commercial policy it is desirable to pursue in India, 
w%h«(t be decided in the light of this discusdon. Jha 
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IhotMtionlit if wrong, It b oontendad, in thinking thnt 
Intimatlonkl trade b > neceaaarj ceil and that he oan 
reetriet imports without hampering the course of eaportl. 
It is bp a division of bbour and specialbation among 
nations that the production of wealth can be conducted 
nnder the most economical conditions to the benefit of 
humanity. Competition gives stimulus to production and 
pnables the best that is in nations to come out. Protec* 
tion levies a tribute on the whole community for the 
benefit of a section of it and the artificbl fostering of 
indnstries is wasteful. It does not matter which industrbs 
flourish in a country so long as it can exchange its pro* 
ducts for those of other nations. Protection didb the 
edge of industry, creates jealousies among lutions and 
dbtnrbs the peace of the world. 

Protection can not certainly work wonders and it 
Onst work within certain limits of general economic 
kdvantages. 

“On the other hand, the free traders fail to make 
allewanoe for an Important element in the problem. The 
essence of free-trade is ooemopolitanbm; the esaenoe 
ef protection b nationalbm. Free trade holds up to our 
eontemplatlon the ultimate eoonomio Ideal, but fails 
adegnatslr to reokon with aotnal foroes. The unlvs^ 
m 1 republic Is hr In the distance, and the separate 
nations etlll have an important function to anbeerve In 
developing their own Indivldnalitp and thus eoh* 
trlbuting dlstiuotlve elements to the common Whels. 
Legitimate oompetition pre-eupposH,ae we have asen, 
a relative equalltp of oondltions; as long as the grow¬ 
ing nations of the world are in a state of eoonomle 
Insguallty, we must expect and not entirely disapprove 
the effort on the part of each to attain equality by 
hastening Its own development Ultimately, no doutt, 
patrlotbm will be as mnoh of an evil as partlenlarlatt 
his new beoome; bnt In the present ete^ ef human 
pieglase patfletlsm b a virtue. Tm ttadeie <(Wk 
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bt«rlook the sound kernel In what seems to be the 
apple of discord."* 

This is a sound conclunon which an unbiased and 
practical consideration of the arguments on the two sidesi 
leads one to accept. If and to what extent a nation 
should resort to protectionism, must be decided on a 
review oE several factors pertaining to the political, social 
and economic conditions of the nation. Protection is 
unsuited to countries the bulk of whose exports are of an 
industrial character. 

" But when the economic resources of a country 
are not yet fully developed, it may none the less be 
desirable to accelerate the pace in the interests of its 
own immediate national progress, with the idea that 
the contributions of fully mature and economically 
well-rounded nations to the commonwealth of the 
globe will in the long run exceed the gain from an 
uneven and one-sided evolution.*’* 

Some of the evils which come in the wake of Pro> 
tection, are patent, and freedom of exchange and of 
competition must be ensured as far as practicable. But 
competition may be unfair and the weak party has to bo 
protected by the intervention of the '^tate. Restriction 
may also become necessary for national defence, and the 
larger interests of the nation as a whole may require the 
imposition of restrictions on freedom, and the regulation 
of exchange. International harmony is a desirable and 
noble idwii , but no nation can afford to look on unooncer* 
nedly while its neighbours are arming and preparing to 
nttttRir it. If another nation sets up a rival industry and 
promotes it by means of bounties and subsidies so ae to 
kill your industry ultimately, you have to take measniM 
to protect it. Bolstering up of industries in the face of 
natural disadvantages, is a wasteful proceeding, but 
stimulus given by the State by means of import duties, 
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finandal assistance, scientific advice or othenrise, may 
create conditions that will prove favonrable to the revival 
of old or establishment of new industries. 

US, The Indian View.—We have briefly described 
in the last chapter the economic revolution which took 
place in India in the course of the nineteenth century. 
England was, at the time the revolution commenced, in 
the grip of the protectionist and colonial policy. Heavy 
import duties were levied upon Indian manufactures going 
into England, and instead of conserving and improving 
the nascent industries of India, the East India Company 
looked only to its dividends and political power. When 
England was protectionist, India suffered from protec> 
tionism and when free trade became the fiscal creed 
of that country, India still continued to suffer owing to 
unfair competition and neglect of the indigenous in¬ 
dustries, Indian people had little voice in the governance 
of the country and the determination of its policy, fiscal 
or otherwise. Their interests could not, therefore, be 
safeguarded, when other interests, notably those of 
Bntisb manufacturers and merchants, came in conflict 
with them. . 

To honest free trades it did not matter if one after 
another Indian industries decayed and the country came to 
depend entirely upon agriculture. They rejoiced that the 
foreign trade of India steadily expanded and they pointed 
to it as a measure of prosperity. Opponents of fim trade 
wanted protection, but not^ for Indian industries. Indian 
markets were to be thrown mqre widely open to British 
manufactures and closed to ‘lipreign goods. India has 
had no independent fiscal polioy consonant with the 
opinion of the intelligent public. ' 

“ Fublio opinion in India is overwhslmingiy pro- 
teetlonist If she were granted her fiscal freedom 
theta la no ^ubt that she would nas it to ereet a high 
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toiifF which from the nature of her trade would he 
dlreoted chiefly against British goods.”* 

This impression formed by Prof, Lees Smith, of 
Indian feeling, correctly reflects the situation. Being a 
confirmed believer in the doctrine of free trade, an 
ezamination of conditions in India, convinced him of the 
futility of protection and led him to the conclusion that 
‘India needs a strong free trade school among her 
thinkers and administrators.' Among the latter he may 
find a large number of free traders. But in the peculiar 
situation in which India stands, he hopes in vain for the 
establishment of a free trade school in this country among 
Indian thinkers. The latter appreciate the good points 
of the free trade position and the drawbacks of protection¬ 
ism. But in their view the balance of advantage lies in 
protectionism judiciously applied. 

Earlier Indian thinkers were strongly impressed with 
the advantage of free trade for India, but they found that 
the Indian fiscal policy was not genuine free trade and 
that the political and economic condition of India pro¬ 
vided a clear case for the adoption of protection, or it 
came under the exceptions admitted by free traders them¬ 
selves. Since 1883, the Indian tariff has been a revenge 
tariff and the 3^ per cent import duty on cotton piece 
goods is coimterbalanced by a countervailing excise duty 
on cloth produced in Indian mills. No fiscal measure has 
evoked a stronger adverse criticism in the press and the 
Legislative Councils, from Indians and Europeans, than 
this unjust impost. But the Government of India, even 
though sympathetic, is helpless and the Secretary of 
SUte for India cannot resist the pressure of Lancashire.t 

116. Indian Proteetionlsta.— Referring to the 
comment of the Times of India on Lord Salisbury’s tele- 
gram asking the Indian Government to abolish the import 

* H. B. Lea South i Indi* and the Tuiff Problam. 

. t Antlni'i GoUude and Eottoiidc Rdoniu,.p»g« 34-37. 
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dntiei on cotton, that' the nal object was to "nip in the 
bnd " the riling factories in India—the ostensible reason 
assigned is free-trade,' Dadabhai Naoroji obserTed 

“I give oredlt to the Seoretuy of State for honesty 
of purpose, and take the reason itself that is given 
on this question, vis,, free-trade. I like free-trade, but 
after what I have said to-night you will easily 
see that free-trade between England and India in 
•a matter like this is something like a race be¬ 
tween a starving, exhausting invalid, and a strong' 
man with a horse to ride on. Eree-trade between 
countries which have equal command over their own 
resources is one thing, but even then the Oolonies 
snapped their figures at all such talk. But what can 
India doT Before powerful English Interests, India 
must and does go to the ws11."t 

Mr. Ranade exposed the evils of a laissa faire policy 
pursued in India and showed how State assistance was 
needed for the economic development of the country. 
His essay on Indian Political Economy, in which he 
attempted to apply the most recent economic theories to 
Indian conditions, has become a classical exposition of 
rile attitude of Indiam thinkers on the subject, end his 
lead has been Mowed by students in the present 
generation. 

Mr. R. C. Dutt's historical studies and his long exp^ 
lienee as an administrator led htm to similar conclusions.) 
Speaking of the Swadeshi movement, he remarked:— 

*' The Swadeshi movement is one which all na- 
.tions on earth are seeking to adopt at the present day, 
Mr, Chamberlain is seeking to adopt it by a system 
of proteotion. Mr. Balfour seeks to adopt it by a 
Bohems of retaliation. France, Germany and the 
United States and all the British Colonies adopt it 
by building up a wall of prohibitive tarlfls. We have 
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BO control over our fisoal legislation; and we adopt 
tlie Swadeshi eoheme, therefore, by a laudable reio- 
Intlon to use our home manufactures, as far as praotl- 
oable, in perferenoe to foreign manufactures." * 

Studying the question of the comparative merits of 
Free Irnde and Pro ection in relation to India, Mr. K. T. 
Telsng came to the following conclusion years ago:— 

“The net result of our investigations appears to. 
me to be this. Objections ordinarily urged against a 
system of Protection to native industry, whatever 
their applicability in countries more advanced in 
modem civilization, are void of force in the circum¬ 
stances of this country. Looking only at the econo¬ 
mic aspects of the question, it appears that not merely 
is protection to native manufactures unobjectionable, 
it is even desirable in the oircumstanoes of our coun¬ 
try." t 

Sir Dinsha Wacba believes generally in free trade 
and is of opinion that “India owes its prosperity to-day 
entirely to free-trade and nothing else." He truthfully 
remarks that the exports and imports of India would not 
have assumed the present proportions if there had not 
been unrestricted trade. His remarks, however, that 
Indian exports are surplus products, that ‘India is so 
self-contained that it can produce all it wants and still 
export this immense quant^y of materials’ and that India 
would not have prospered if there had been no free trade 
between her and England, is not very convincing. Sir 
Dinsha probably refers here only to the increase in the 
quantity of trade because he proceeds to observe that 
India’s old industries require to be revived and that 'these 
and other nsw industries would necessitate protection 
during their infancy.’ *1 am one of the convinced ad¬ 
vocates of Free Trade,’ be continues, 'but yet I consider 
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that aome protection is required for old industries to be 
revived or for new industries to be started.'* 

Mr. G. V. Joshi, whose writings are full of inspira¬ 
tion and information and sound reasoning, agreed with 
Mr. Ranade, his teacher and guide, that State assistance 
and Protection were absolutely needed for the revival of 
the indigenous industries of India. He regarded the 
dependence of the people on agriculture as the sole means 
of subsistence, as the weakest point in India’s economic 
position and plaeded for a co-ordination of agiicnltunl 
and manufacturing industries with the direct help of 
the State. 

Mr. G. Subramania Iyer held similar views, and they 
are deary reflected in the following quotation from his 
writings:— 

“ The British nation must be told frankly that the 
Indian people have no doubt whatever in their own 
minds, that so long as the present so-called Free Trade 
and unequal competition continue, India has no hope 
of a future which will be distinguished by material 
prosperity." t 

The Swadeshi movement, which has found enthusias¬ 
tic advocates among the best thinkers of the country, is 
based upon the idea of national economic development 
and of ^otection. If the State does not stimulate indus¬ 
trial progress, the people are prepared to promote it by 
patronising home industries even at a sacrifice as consnm- 
ers; and Government has come to recognise the utility 
and reasonableness of the movement. 

Mr. Gokhale learned his lessons on public questions 
from Mr. Ranade and imbibed his spirit of patient inquiry 
and close study. In a speech he made at Lucknow in 
1907 on the Svr^eshi movement, Mr. Gokhale traced the 
industrial decay of India and the harm which free trade 
1^ done to the country, and observed 
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“ It WM, therefore, to the advantage of England 
that there should be no export or Import duties, as one 
result of suoh duties was to add to the cost of the 
article supplied to foreign countries. But forcing this 
policy of free-trade upon a country ciroumstanoed as 
India was, was a wholly different thing and was 
bound to produce results of a most disastrous charac¬ 
ter.” He proceeded 

“The State by a judioious system of protection, • 
should then ensure conditions under which new infant 
industries can grow up. And until the new industries 
oan stand on their own legs, it becomes the duty of 
the State to have a protection wall around. This is 
what America—already one of the richest nations 
in the world, and one which will yet reach the fore¬ 
most place—has done, and the case is the same with 
Franoe and Germany.” 

117. Policy for India .—Their economic and his¬ 
torical studies, have strongly impressed Indian thinkers 
with the beneficent efficacy of the measures which foreign 
nations have taken during the last two generations to 
promote their industrial development, and they have been 
convinced that the reasoning and conclusions of the 
National School of Political Economy, are applicable to 
the conditions of India rather than the theories of natur|l 
law of the Orthodox School. It is, therefore, futile for 
outside critics to hope for the rise of a free trade school 
among the economic students of India. The latter ap¬ 
preciate the free-trade doctrine in the abstract and will 
be influenced by it only to the extent that they will desire 
that Protection to be adopted in this country should be 
of the right kind and the evils coming in its wake should, 
as far as possible, be avoided. 

fhe subject of Protection has been often discussed 
In the Supreme Legislative Council, the question having' 
been raised there by resolutions recommending the impo¬ 
sition of proteotiva duties on aiticloi like sugar and the 
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■bolition of the cotton excise duties. The strongest 
objection to Protection is that it usually fails to produce 
the results expected of it, and those who propose a spe- 
dfie measure of protection, have to calculate carefully 
the effects it islitely to have on the economic condition 
of the different classes of the community. Mr. Gokheie 
faced this question with a judicious frame of mind and 
weighed all the considarations that could be urged on 
both sides before pronouncing his opinion. When the 
question of the excise duties was raised in the Imperial 
Legislative Conncil in Match 1911, by the Hon'ble Mr. 
Dadabhoy, he gave expression to his view in regard to 
the Free Trade versus Protection controversy in very 
Indd terms. That view reflects and ought to reflect the 
considered opinion of every careful student of Indian 
Economies. Gokhale said 

“ Coming to the larger aspect of Free Trade versus 
Proteotion, I would like briefly to state my position in 
in this matter. I may say at onoe that hy. oonviotion 
I am not an upholder of Free Trade in all oountries 
and at all times. Free Trade can no more prevail 
universally at present than any other nohle ideal, for 

instance, the brdtherood of man.In the same way 

Free Trade for all countries may be all right in theory, 
'but it will be a long day before we shall have it in 
practice everywhere. And till that time comes, every 
country must take care of its'economic interests in its 
own way.” 

Taking the word ' Protection' in its comprehensive 
sense, Mr. Gokhale proceeded to distinguish between the 
right and the wrong kind of protection i— 

“ The right kind of Protection is that under which 
the growing industries of a country receive the neces¬ 
sary stimulus and encouragement and support that 
they require but under which care is taken that no 
influential combinations, prajudloial to the interests 
. et the genaral eemmunltj, coma into existsnoe. The 
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wrong kind of Froteotion, on the other hand, ie that 
under whioh powerful Influenoee and oombinationa of 
intereete reoelve aeeistanoe to the prejudioe of the 
general oommunit^, the general tax-payera of the 
oountiT' And I belleTa that the right kind of Frotao- 
tlon, if Bxailable, will do good to India.” 

The peculiarity of India’s position to which we have 
adverted is that the people have no effective voice in the 
government of the country and in the shaping of thh 
national policy, and the large industries and the foreign 
trade of the country are not in the hands of the people. 
There is no constitutional machinery by which the wishes 
of the people can be carried out as the Government is 
not responsible to them. It has been pointed out how 
other than purely Indian interests carry weight with the 
Government, and the Secretary of State for India who 
controls the Government of India, being a member of the 
British Cabinet, is swayed by the pressure of capitalists 
and manufacturers in England. 

If Protection is, therefore, to be granted to industriesi 
there most be a guarantee that the profits that will 
accrue, will remain in India and not be^ carried away by 
those who have no stake in the country. Under these 
circumstances, Mr. Gokhale held, on the whole, a policy 
of Free Trade reasonably applied, was the safest policy 
for this country. He thought that 

“ otherwise influential Interests, influential oom¬ 
binationa, and influential parties in England, who can 
have ready access to the Secretary of State, to whom 
we have no such access, will not fail to take the 
fullest advanti^e of the situation and this huge engine 
of protection, whioh is a vast power, will be employed, 
not in the interests of the people of India, but In the 
Interests of those parties.” 

118. Indian Protoettoaisin.—The Indian Tariff has 
long been on practicglly a free trade basis and this policy 

IB 



liTDiAN Boovoiaat. 


as well B 8 that underlying the imposition of the cotton 
esdse duties, has been dictated by a faith in Free Trade 
and by the induence of interests w)iose pressure was 
irresistible. It is the honest belief of some that free trade 
was the right policy for India to adopt in view of the 
undeveloped character of its natural resources, while 
others have made no secret of their opposition to Protec 
tion in India on the ground that it would be detrimental 
to the interests of English manufacturers. 

(1) We bold that in this country, free trade policy 
would mean only drifting along the changing currents of 
the world's economic development; and to be at the 
mercy of the so-called laws of nature and the deliberately 
self-interested measures of foreign countries, is to court 
disaster. This policy of drift, so long pursued, has already 
proved harmful, and in the international struggle for 
economic progress, this country must arm itself with the 
necessary weapons. 

( 2 ) When we declare for Protection, we must not 
be understood to advocate an indiscrimiiute imposition 
of import duties on all manner of articles. Other countries 
like France and the United States of America, have had 
high tariff walls erected to keep out and restrict the 
import of foreign manufactures. The Indian tariff must 
be constructed' with a view to the position of the various 
industries in the country, and its effect on the different 
classes must be carefully calculated. 

( 3 ) Import duties do not always tax the pocket of 
the foreign manufacturers and may only mean an addition 
to the sacrifice exacted from the consumer. If the State 
has to make the tax-payers contribute more largely to the 
public expenditure, import and export duties may prove 
convenient and productive. They constitute a favourite 
method of raising revenue, and the free trade conscience 
ought not to be shocked if such duties are levied for 
revenue purposes, even if they have a protective tendeacgr. 
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119. State’s Attltade.— In view of the extinction of 
opium revenue, the Finance Member was compelled to 
impose additional taxation in 1910, and customs duties on 
odrtain articles were raised. In that connection, Sir G. 
Fleetwood Wilson observed in introducing his financial 
statement 

“ I hope I shall not be charged with framing a 
Swadeshi budget. In the sense which may be seen 
indicated on Bryant and May's match Doxes ('Support 
Home Industries’) I think Swadeshi is good ; and if 
the outcome of the changes I have laid before the 
Oounoil result in some encouragement to Indian in¬ 
dustries, I for one shall not repent it, but I would 
emphasise the fact that the enhanced customs duties 
are attributable solely to the imperative necessity of 
raising additional revenue.”* 

He then went on to point out that even in Free 
Trade England considerable revenue duties had been 
imposed for revenue purposes and that 

“in countries which depend mainly on agricul¬ 
ture, where the population is poor and there are no 
large and profitable manufactures, it will be long be¬ 
fore you can dispense with customs Receipts as a part 
of the revenue essential for the administration of the 
country." 

Here we notice (i) the Finance Member’s anxiety to 
disown all idea of imposing duties for protective purposes 
and the apologetic tone he adopts for appearing to frame 
a SwadesU budget; (ii) the necessity he feels to enhance 
customs duties for providing a larger revenue ; and (iii) 
his conviction that in an agricultural and backward coun¬ 
try like India, the Government must depend, to a con¬ 
siderable extent, upon customs receipts as a part of its 
revenue. There are several directions in which more 
liberal expenditure is urgently needed e, g. expansion of 
education and improvement of sanitation; and more 
reliance will have to be placed upon this form of indirect 
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tizktlonto prorids the fands leqaired. Faith in the 
free trade doctrine cannot, therefore, be allowed to pre* 
rent the Finance Member from imposing import and 
export dntiea, though they may have a protectioniit 
tendency. 

(4) Protective duties alone will not, however, solve 
the economic problem. They will assist the indigenons 
ipdustriee to compete with their foreign rivals, provided 
of course, the latter are discouraged by the duties and 
retire from the field or restrict their operation in the 
Indian market. An attempt will have to be simultaneously 
made to improve the conditions in which the industries 
work and to bring them up to the level of their rivals. 
Cate must be taken to see that Protection does not entail 
a sacrifice on the consumers while failing at the same 
time to make national production more efficient. Protec¬ 
tive duties will be one of the ways of ensuring the success 
of a new undertaking and must not be allowed to dull the 
edge of enterprise and efficiency. The Indian Prctecticnist 
must alsc ask himself the questicn if Frctection " might 
not merely mean that the monufactnrer who now com¬ 
petes with you fropi a distance, wculd transfer his activi¬ 
ties to India and compete with you within your own 
boundaries ?''t 

That by the spread of education, by a provision for 
scientific research and by demonstrations, the State can 
and ought to promcte the industries of the nation, has 
been admitted even by staunch free traders. Experimental 
factories have been recommended and were started in the 
Madras Presidency. Demonstrations are being given in 
agricnltnral and manufacturing processes. New mcdeis 
of power looms and hand-looms are being introduced. 
But this work must be done on a larger scale than now, 
and the problem of the manner in which capital may be 
provided to industries in the initial stages with sufficient 
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gnarantoUj muit be immediately tackled. Directors of 
laduitries have to undertake this work of economic 
organisation and they must proceed with the same 
enthusiasm as the Registrars of CoKjperative Credit 
Societies have done. 

(5) While the State in India follows the laista fedrt 
policy in the matter of tra re and industries, it has assumed 
in this country sereral functions which, in other couutrier, 
are left to private enterprise. As Sir Theodore Morison 
^points out, the Slate here is, in many respects, more 
national and socialistic than is usually supposed. 

“ While the problem of unemployment and the 
question of checking the abuse of competition are 
engaging public attention in England, the Oovem- 
ment of India has long taken upon itself the study of 
relieving distress and saving lives in times of soaroity 
and famine. Railways and canals have always been 
praotioally State undertakinga Various tenancy acts 
and other measures have been passed to safeguard the 
poor tenants against the exactions of the landlords. 
An attempt has been made to save the rayats from the 
exacting olutdhes of the money lender.”! 

The Indian State regards itself as a universal landlord; 
it is the biggest banker in the country and Lord Morley 
once boasted of the immense business done by the India 
Office. The same principle has to be extended further, 
and 

“ If the State can legitimately undertake from 
borrowed funds the oonstruotlon or subsidization of 
railroads and canals, if it can afford to sell the fee 
simple of waste-lands at nominal rates to European 
settlers on the hills, the road is oertalnly open for a 
further development of this same industrial effort on 
new lines.”* 

t Sw tha Autbor** Indian Induiirial and Economic ProUema, pa^ z79, 

* : BaMapi on » Eaonomici 
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130. PiBcal eontrovenles.— (6) But the free 

trade oonscience of the authoritiee in England who have to 
settle these matters, and the pressure of vested interests 
in that country which they find irresistible, stand in the 
way of the pursuit of this policy. The demand for fiscal 
autonomy for India is based upon this anomalous position 
in which the Secretary of State can override the wishes 
pf the people of this country, strongly backed up by the 
Government of India and the Provincial Governments, as 
was done by Lord Morley. Whenever any question 
relating to fiscal policy or State assistance to industries, 
comes up before the Indian legislatures, the Government 
in India cannot take action which it thinks best in the 
interests of the country, and it has to confess frankly 
that 

“ Their poliov is and must be the polloy of His 
Maiestr’s Government”t 

The self-governing Dominions enjoy complete free¬ 
dom in this respect. Their Governments have raised 
tariff walls against the manufactures of England and they 
have been allowed to do so. In this Dependency, how¬ 
ever, the Government is not allowed to enjoy this 
necessary freedom'to manage its affairs in accordance 
with its circumstances and needs, and thus the interests 
of India are subordinated to other interests. This is a 
long-standing grievance, and none has given expression 
to it more bitterly than the Government of India itself. 
The Secretary of State, who is a member of the British 
Cabinet, is directly responsible to Parliament and is sub¬ 
ject to the infiuences of British party politics. Parlia¬ 
ment itself does not take much direct interest in Indian 
affairs, and ex-officials who are members of either House, 
are able to shnpe Indian policy. The latter can effectively 
thwart his measures of reform if the Secretary of State is 
independent-minded and progressive, and will strengthen 
his hands if he is opposed to progress. 
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As Mr. Gokhale has said, in the matter of securing 
this fiscal autonomy which India legitimately claims, 
there is really not much to choose between the two 
parties in England.’ The Liberal party, wedded to free 
trade, feels that Indian’s salvation lies in the continuance 
of the existing policy and it says that India would be 
worse off if Protection were to become the accepted 
policy of England. India's dependence would be.intensifi- 
ed and her industries would become more helpless than 
now. On the other hand, members of the tariff reform 
party point to the destruction of the indigenous industries 
as the evil fruit of free trade, and condemn the cotton 
excise duties in unsparing language. They, therefore, 
advise the Indian people to accept their scheme of pre¬ 
ferential trade within the Empire, though they cannot 
favour the idea of allowing India to frame her tariff accord¬ 
ing to her peculiar conditions and interests. Did India 
enjoy fiscal autonomy like the self-governing Dominions, 
her position would be enviable while she was courted 
in this way by two parties. As a matter of fact, however, 
whatever policy gets ascendancy in England, has to be 
the policy of India too, whether it is suited or not to her 
conditions. But this state of things cannot continue. 

The problem of protection and fiscal autonomy for 
India is mixed up with the Imperial problem of preferen¬ 
tial trade and defence. 'It has invested the latter ques. 
tion with special and immediate interest. Schemes of 
imperial preference and imperial reconstruction, have 
been discussed for several years, but their discussion has 
had only an academic interest. When the late Mr. 
Joseph Chamberlain started his campaign of tariff reform, 
the Government of India were sounded as to their views 
in the matter. The countervailing duties imposed on 
bounty-fed sugar coming from Germany and Austria- 
Hungary, in the time of Lord Curson, had ev«k i>d. a 
bitter controversy in England, and t^t Viceroy had 
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made, what was regarded ai a contemptnoui reference to 
'the mutteriugs of the priests at the shrine of free trade. 
No definite Kheme of preferential trade had been placed 
before the Indian Government; but the latter expressed 
the view that India wanted a free hand and would not 
like to be involved in tariff wars. 

iSf Imperial Prelerenee.—the Government of 
India were of opinion 

" That (1) without any such system India already 
enjoyed a large, probably an exceptionally large, 
measure of the advantage of the free exchange of im> 
ports and exports: (2) that if the matter were regarded 
exolusively from the economic standpoint, India had 
something, but not perhaps very muoh, to offer to the 
Empire; that she had very little to gain in return; 
and that she had a great deal to lose or risk; and (3) 
in a finanoial aspect, the danger to India of reprisals 
by foreign nations, even if eventually unsucoeesful, 
was so serious and their results would he so disastrous 
that India would not be justified in embarking on any 
new policy of preferential trade unless assured of 
benefits greater and more certain than any which had 
so far presented themselves to the Government of 
India.’’* 

Later events, such as the occasional meetings of the 
Imperial Conference, the discussion of the problems of 
Imperial defence and trade and particularly the intimate 
association of the Dominions and of India with England 
in the war with Germany, put an altogether new com* 
plexiOD on the situation. Not that free traders were 
convinced that restriction of imports would do good to 
England or that preferential trade within the Empire 
would add strength to the economic position of the country. 
The resolutions passed by the Paris Conference did not 
meet with their hearty approval and the proposed arrange* 
ments about preferential trade within the Empire and 
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tho Allies wen declared to be unsound. But the struggle 
with an unscrupulous enemyi required an efficient orga* 
niution and concentraton of resources, and the voice of 
controversy was naturally silenced. Many difficult post> 
war problems also presented themselves for solution 
and a closer unification of the Empire was found to be 
imperative. 

The enemy, who had prepared himself for the war 
while the world slept in fancied security, and who vio¬ 
lated morality and international law, took the Empire by 
surprise. And the Empire made up its mind that this 
should not happen again. One of the guarantees of the 
future peace of the world was to be the constitutional 
reconstruction of the Empire and with it the readjustment 
of the economic and fiscal relations of England and the 
Dominions. The urgent need of such reconstruction 
impressed itself so strongly on the minds of people that 
it become the subject of animated discussion. So long 
as the struggle continued, attention had to be concentrat¬ 
ed, however, on efforts to win the war. But any discus-' 
sion of the issue of constitutional reconstruction na¬ 
turally involved the consideration of the fiscal problem 
also.* * 

The general lines on which the tariff question conld 
be decided, were clear. The integral parts of the British 
Empire must admit the goods of one another on specially 
fhvourable terms, if not absolutely free, and all of them 
must put more or less prohibitive duties on foreign 
imports, the Allies coming in for favourable treatment 
and friendly neutrals being treated more favourably than 
the enemies. This arrangement, like the tariff refona 
siohemet formulated before the outbreak of the war, was 
mdculated to serve two purposes, first, to 'unite the Bm- 

* Bm Sir IbnUm RaUmtuUa’i Nol« on Cotutltutlofial Rilotm ia eUd> W 
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pin mon strangly and make it Mlf-supporting and 
Moondlyi to promote the induitries of Great Britain 
wfaleh luSered from the competition of foreign countriei 
iika Germany. 

Under meh a Mheme of Imperial organization, India 
wu, of courie, entitled to occupy the same position as 
the Dominions. The importance of India, arising out of 
her strategic position, her commerce, her raw materials, 
ha> size, her teeming population and her markets, has 
been recognized by free traders and tariff reformers alike. 
India’s whole-hearted participation in the struggle, the 
saorifioes made by her people for the cause of the Empire 
and their readiness to go through thick and thin with 
their brother citizens of the United Kingdom and the 
Dominions, gave the Empire a new vision and a new 
sense of duty towardas this country. But among those 
who thought and wrote about imperial reconstruction, 
there was hesitation and reluctance to accord to what 
was only a Dependency, the satus and the privileges of 
the self-governing portions of the Empire. The fiscal 
organization of the Empire must be based on the princi¬ 
ple of mutual concession and reciprocal sacrifices. And 
India’s willingness to bear her responsibility as an equal 
partner in the Empire could never be doubted. But to 
treat her as a trusted dependent, must make all the 
difference. 

139. Indian GoTernment’s ntdtade.-We have 
never believed that India would benefit by,consenting to 
be included in a scheme of Imperial preference such as 
those adumbrated by tariff reformers and imperialists In 
England and in this country. India has claimed fiscal 
antonomy, because her people want freedom to frame 
their tfriffs and protect their industries against foreign 
competition. Preferential trade, which will not be hi 
censonanoe with this object, connot be acceptable. In 
ttoh daipatcb of 190S, the Government of India fraiUly 
ilitedt^ 
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" All past axparienos Indteatss that In ths daal> 
slon of any fiscal question oonearalng this country, 
powerful eeotions of the community at home will 
continue to demand that their Interests, and not thoss 
of India alone, shall be allowed oonslderation." 

Speaking in the House of Commons In 1908, Lord 
Curzon reiterated these views. He observed 

“ What has been our experience In the past In 
India of the manner in which the influence and power 
of the Secretary of State as ths ultimats mist of India 
are exercised in the direction of the fiscal policy of 
India ? It is that in fiscal matters the Oovemment of 
India has to take the views of the Secretary of State 
whether it agrees with them or not and these views 
are more likely to be guided and shaped by Bngllsh 
than by purely Indian considerations.”* 

The economic development of India is bound up with 
fiscal autonomy for India and fiscal autonomy is bound up, 
in its turn, with popular control of the Indian Government. 
These are fundamental factors in this problem of the trade 
organization of the Empire and to speak of India's partici¬ 
pation in a scheme of Imperial Preference without raising 
her status in the Empire to an equality with the Dominions 
and giving the people constitutional control, is utterly to 
misunderstand the whole problem. 

So recently as March, 1913, this question was raised, 
in the Supreme Legislative Council, by Sir Gangadharrao 
Cbitanavis in a resdution in which he recommended the 
adoption of a system of preferential tarifls with the 
United Kingdom and the Colonies. In his speech, the 
mover of the resolution claimed fiscal autonomy for Indisi 
but In his view it was outside the sphere of practloal 
politics and, therefore, he pleaded for preferential trade 
within the Empire as the next best arrangement. What 
should come first he was willing to postpone and statsd 
that' a customs union with the Colonies, would gradually 

* S«S (.ent Fimb'i I^Cuiioa and Altir, 54jr. 



ixsiAir ZooxoiaoB. 


wtSnrt for ni there a better and more dignified petition 
than we now have. Sir Gangadharrao’a plea was un< 
xhvindng and fell Baton the Council and on the ooontry,* 
It only called forth a dissertation on the merits of free 
trade and protection from the Finance Member, Sir G. F. 
Wilson, The financial aspect of the question,-the loss 
of qnstoms revenue that a scheme of free trade within the 
Empire would involve,—was emphasised in his speech 
.which was non>committal, though its leanings towards 
free trade were quite apparent. 

133, Pondaraental Prlnclplea.— Leaving aside the 
controversial literature which has appeared on this sub¬ 
ject,! we may proceed to point out the fundamental princi¬ 
ples which are involved in it. (I) In the first place, in 
whatever fiscal arrangement is proposed, representatives 
of the people of India must have an effective voice in the 
discussion and determination. The self-governing Domi¬ 
nions struggled to obtain this fiscal freedom and partner¬ 
ship of the Empire, and to-day they are acting as the 
eq^softhe United Kingdom. In 1859, the Finance 
Minister of Canada administered a rebuke to the Colonial 
Secretary when the latter tried to interfere with the fiscal 
rights of that Colony. He said 

"Self-government would be utterly annihilated 
■ If the views of the Imperial Government were to be 
' preferred to those of the people of Canada. It Is, 

' therefore, the duty of the present Government dis- 
' tinotly to affirm the tight of the Canadian Legis- 
. latuie to adjust the taxation of the people in the way 
they deem best—even if it should unfortunately 
happen to meet with the disapproval of the Imperial 
Majesty.”! _ 

* It ii cnTioui to notice that the debate rooeed the enthiulun U Sir Ropef 
LeUifaridge vbo hettened to write a book on what he cboie to call the lodjaa 
IMw U Imperial Preference ”! 

f See The Colooiil CoDlerence; The Gobdea Club'i Reply to the Pie- 
iveerinl pnpoeali; and The Tariff Reform Leegae'i pamphleta. 

I Hind end Ardifbald Hqr^: Thf New Bmpln PeitapriUp. 




DnnouLTT oT BoLunoir. 


1#7 

The new partnership concedes to the Colonies a share 
in the shaping of the destinies of the Empire, which was 
formerly entirely in the hands of the British Government. 

(2) India must be treated on terms of equality with 
the Dominions in this respect, and the concession of jus¬ 
tice must be preceded by the grant of fiscal autonomy. 
The first without the second is futile. (3) The Govern¬ 
ment of India, which will thus be endowed with fiscbl 
freedom, must also, as a condition precedent to a partici¬ 
pation of this country in an arrangement of preferential 
trade, be made amenable to the control of the people. 
These three things are inseparably bound up with one 
another. When these conditions are satisfied, it will be 
perfectly fair to expect from India all the sacrifices which 
imperial responsibility will throw on her shoulders. 
The main object of Imperial preference is the consoli¬ 
dation of the Empire and the promotion of its material 
prosperity. Every measure that enriches the component 
parts enriches the Empire, and no tariff scheme will be 
acceptable that is calculated to injure the interests of the 
Dominions or of India. 

124. Dlfnenlty of Solatlon.— Imperial consoli¬ 
dation to be attained by preferential trade within the 
Empire, will, of course, entail reciprocal sacrifices, and 
the scheme must be such that each constituent part of the 
Empire will be called upon to make a reasonable contri¬ 
bution. It is doubtful, however, if a policy of protection 
which preferential trade will impose on England, will, on 
the whole, be beneficial to her industries and trade, and 
if a tariff scheme can be devised which will satisfy all 
pdfties concerned. It is the ideal of many to makd the 
Empire self-contained so as to en ible it to snap its fingers 
at foreign countries trying to retaliate upon it. The 
risks run and < the dangers overcome in the war with 
Germany, have taught the value of Imperial consolidation. 
The adoption by the Empire of imperial preference will, 
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In a ieiua« extend the boundi of free trade, and the expe< 
rience of the war swept avay the doubts entertained by 
many about the wisdom of tariff reform. It is an undis> 
puted principle that the component parts of the Empire 
must be brought together more closely than now and 
must participate in the determination of general Imperial 
policy. 

Sentiment and the sense of political necessity will, 
of course, play an important part in the achievement of 
Imperial consolidation. The Empire is so vast and pro* 
dnces snch a variety of raw materials and manufactured 
goods, that It may become self-sufficing mote easily than 
any other political organisation in the world. Bat it is 
this variety and the differences in the Empire regarding 
economic conditions and constitutional status that make 
the solution of the problem extremely difficult. The 
arguments of those who would leave the colonies free to 
evolve their own destinies and instead ofttying to tighten 
the ties by tariffs and formal Imperial councils, would 
look to the affection of the Dominions for the mother 
country, seem to have become out of date. Still it cannot 
be said that they h&ve lost all their force, and a practical 
consideration of the question immediately shows the 
difficulty of finding a satisfactory solution. 

Prof. Nicholson wrote;— , 

“ It Is easy to say that free trade within the Em¬ 
pire is desirable, and it is to be hoped that In the 
ooune of time this ideal will be realised. But this 
country (England) would not gain if this ideal must 
be purohased by saoriRoing a trade of threefold mag¬ 
nitude with foreign countries, by creating all kinds 
of local jealousies throughout the Empire, and by 
interfering with systems of taxation which the people 
who bear the taxes regard as beneficial, or, at any 
rate, satisfactory."* 
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England’s manufactaring prosperity depends mainly 
mt her ability to export to all parts oE the vorld the 
goods her factories and mines turn out, and to import 
food and raw materials. A free trade policy isi therefore, 
eminently suited to her condition, and a change in it will 
require very strong arguments to enforce it.f 

One peculiar feature of India’s foreign trade which 
makes the expected beneficial effect oE preferential tariffs 
extremely problematical, is the predominant positiCli 
which the Empire already occupies in that behalf. Full 
70 per cent of the total imports of merchandise in 1913-H 
came from the British Empire, 64 per cent, being the 
share of the United Kingdom alone. And of the exports, 
the Empire took 37*8 per cent, the share of the United 
Kingdom being 23-7 per cent. It is obvious that India 
takes from foreign countries only what the United King* 
dom cannot supply and exports to them what the Empire 

t Tlio diffioultj r etei red to obore will appinnt firom tho maaotf in 
wUeb the NNlutioni ot the Peru ContereMe end the nsommendetioni ot the 
GommlUte on Commerciel end Industrial Policy o( which Lord Beltour of Bnr- 
leigh was cburmeni were reeeifed. The committee recommended in view of the 
ei^erittce g^ned during the war tbet epedel stepe ought to be teken to stima- 
lato the production ot toodtfiiBiii rew meteriele end mennCeetnres within the 
laplre whererar the expeusoo of production is possible end economically ded- 
nUe for the mdety end welfare of the Empire. Therefore the Imperial Govern* 
sent should now declare its edberenee to the principle ot prefereneei for pn- 
docte end mesuCecbiree of the domioiou in respect of any custome duties now 
or hero'efler impoied upon imports ipto the United Kingdom. The committee 
further conddere that it will be necessary eoonto eonddcr as oneot the mdhoda e£ 
acUeving the above ohjeets the deeiraUlity ot estabUihing a wider range of ene- 
tome dntlee wUeh would be remitted or reduced on products and manufactons ol 
the Bmplxe uid which would term the baiU ot commercial treaties with the 
Alliesend ncutrala 

While the report wee hdled by certain papers as heralding a new em eC 
fiscal policy and the Haify Mi thought that the war had ended the prtferanei 
co o tiovrv for evert the Daifx iVrm remarked that <a more lurprldng doenmemi 
sen rirely have been lined* and added that 'tba war has not changed tha bard 
fasti on which ^Ur trade* and its WVinai had hitherto come to grist* The 
M/y CkrtMitU characterised the recommendaHon ebont dunge of fiscal polky 
M % dlracfc plunga Into tbs old Chamberlalnite poUej with additlonil eompli- 
ibetMttbrtwnbMawwB»ihaAtti»' 
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dpeinot demand. In these circumstances, prelerenliat 
trade will only mean an unnecessary sacrifice of customs 
revenue and enhancement of the prices of articles supplied 
by foreign countries. Export duties on raw meteriale 
will certainly bring in revenue but it is difficult to say 
how the Indian producers will be affected by a diinunition 
of exports. Even the most zealous advocates of preferen¬ 
tial trade, are not able to show any substantial gain that 
India is likely to make under a scheme of preferential 
trade.* As a business proposition, Imperial preference 
is not attractive to India. It is on other grounds that it 
will have to be justified and be recommended for accep¬ 
tance. Writing of the probable effect of a differential 
export duty on jute, for instance, Mr. Webb observes.— 

" In the cose of jute the resultant benefits would 
'■ accrue rather to the United Kingdom than to India. 
This is no reason, however, why India should not take 
its due positian in demanding a statesmanlike revi¬ 
sion of our commercial policy." 

I3S. Summary.— Throughout the last century and 
g half, the Indian tariff has been purely a revenue tariff. 
During the regime of the East India Company, when Eng¬ 
land-pursued a poliqy of trade restriction and protection, 
the interests of Indian industries could not be safeguarded 
and imports and exports were free in India. When the 
government of the country was transferred from the 
bands of the Company to the Crown, free trade had been 
alr^y accepted as the fiscal creed of England and the 
Indian tariff remained as before and customs duties were 
Steadily reduced. The need of raising a larger revenue 
necessitated the enhancement of the import duties on 
cotton piece goods for a time, but the clamour of Lanca¬ 
shire manufacturers forced Government to reduce them 
uvd to impose counter-v^ling excise, duties. 

The itee trade polic 3 ^pf England has thus been also 
ibejMllcy of India, partly ofritig to the conviction of the 
•K.DaF.WiMiilaU*adteBid|[^ • 
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authorities in England that free imports and exports were / 
beneficial to the people of this country, and partly owing 
to the pressure of British manufacturers who insisted on 
having an open door for their goods in the markets out 
here. The Government and the people of India have 
disapproved of this policy of open door as detrimental to 
indigenous industries, but their protests have been a cry 
in the wilderness. The Secretary of State for India could 
not resist the pressure brought to bear on him by manu¬ 
facturing interests, and fiscal autonomy is the crying need 
of the country. 

Indian thinkers are convinced that freedom of ex¬ 
change between countries, as between different parts of a 
particular country, is beneficial in theory; but such free ex¬ 
change between nations standing on different planes of 
economic development, reduces the productive capacity of 
the backward country and weakens it in international com¬ 
petition. If the State in India were to provide technical 
and sdentific education, help the organization of industries 
by industrial surveys and demonstrations and to protect in¬ 
fant industries against foreign competition, the economic 
advance of India would be very rapid. Other nations have 
adopted this policy and they have succeeded, but the State 
in India has no independent policy of its own and is not 
governed by public opinion. 

Fiscal autonomy and popular control of Government 
are two necessary reforms which are'essentially bound up 
together. Indian opinion is frankly and strongly protec¬ 
tionist and requires that this country must follow a- fiscal 
policy which is suited to its economic conditions. The 
Indian fiscal problem is, however. Intimately connected 
with the problem of Imperial reorganization. Preferential 
trade within the Empire has been advocated by British 
tariff reformers and the war with Germany gave it an 
extraordinary interest. In any reconstruction ■ of the 
Empire, India will have to be accorded the same status ai 
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the aelf-goTeming Dominions, and this country will make 
any sacrifices which its responsibilities as a partner in the 
Empire will entail. 

The vastness of this country and of its population, 
its growing commerce and its strategical position, its 
wealth of raw materials and its expanding markets make 
India an important factor in the Imperial situation. But 
^ a scheme of preferential trade, its interests will have 
to be duly considered and this duty will be best performed 
by its own representatives. Those who have adumbrated 
schemes of Imperial preference have not been able to 
demonstrate the advantage which India's participation will 
yield to this country, and the view expressed by the 
Government of India in 1903 that India stands to gain 
little by her joining in an Imperial xollverein, is us correct 
to-day as it was fourteen years ago. 

The problem mnst be looked at from the business as 
well as the sentimental point of view and the two will 
have to be reconciled. India cannot and will not stand 
aloof from a scheme of constitutional and fiscal reorgani- 
cation of the Empire. But she wants effective protection 
for her industries,,and her economic interests must be 
carefully safeguar^d in wliatever arrangements will be 
made. The solution of the problem is surrounded with 
difficulties, but they have got to be faced. Fiscal autonomy 
for the Government of India, popular control of that 
Government in India, partnership of this country in the 
Imperial organiiation on a footing of equality with the 
other component parts of the Empire and Imperial con¬ 
solidation for purposes of defence and peaceful progress, 
are issues which hang together and they cannot be 
separated and handled piece-meal. The fact that India 
has rights as well as responsibilities, has not been suffix. 
dently recognised. But from this recognition must pro¬ 
ceed all schemes of Imperial reconstruction and fiscal 
reorganisation. 
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Hartley Withers; Tkt Meaning of Money! Nioholson: Money and 
Monetary ProbUm>i; l.L. Latighlin: The Prineiplet of Money; B. W. 
Kemmerer: Modem CurreneyReforms; C. A. Phillips: Readinge in Money 
and Banking; Selectio)i from Poiiere relating to told Currenoy ia iadia; 
Henry DanninR Maoleod: Jiidiaw Cttfrency; J. M> Keynes: Indian 
Curreney and Finance; Alahh Dhari: Currency Organization in India; 
H.F.Howard: The Gold Standard; S. K. Sarma: Indian Monetary 
Problems; Reports of the Eerachell and Fowler Committees on Indian 
Curreney; Report of the Royal Coeimieei'on on Indian Curreney and 
Finance, IBU j Aanuiil Report of the Currency Department. 

126. Old System.— Though barter largely prevailed 
in Indian villageSi gold and silver coins have been very 
commonly used by the people from remote times. There 
is sufficient evidence to show that during several cen. 
turies preceding the Christian era andjAf coursoi succeed 
ing it, emperors and kings highly cherished the privilege 
of coining money both of gold and silver, and the internal 
trade of the country required large quantities of coins 
of various denominations.' The importance of metallic 
money was clearly understood and royal mints were sys* 
tematically managed. 

The Mahomedan kings of Delhi in the Middle Ages, 
had their own distinctive coins and 'Altamish introduced 
a purely Arabic coinage and made the silver tanka of 175 
grains, the ancestor of the rupee, his standard.’* Maha* 
mmad Taghiuk improved the gold and silver coinage and 
introduced a token currency of. copper which, however, 


* Sc9 LnwPoolf: Mad^rul IsSis. 
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he had to recall on account of the eaie with which it lent 
itaellto counterfeiting. Akbar improved the currenof 
still further and it was maintained in the time of his 
successors. The Mahomedan rulers of central and southern 
India followed the example of the Delhi emperors and 
issued gold and silrer coins. Under Mahratta rule the gold 
Hon was the standard coin and grants were made and 
assessments of the land tax fixed in terms of the gold 
cdinage. The rupee coins of the Mahomedan kingdoms, 
however, circulated widely in the seventeenth century 
and the rupee soon came to have an extensive vogue. 

• 

It is well known that even in very old times, the 
exports of India were paid for by foreign countries in 
gold, and Roman coins have been found in large quantities 
in the Madras Presidency. There is no wonder if in a 
large continent like India, divided into numerous king* 
doms and principalities, hundreds of different coins shonld 
have been issued and been simultaneously in circulation. 
The varying relative values of these coins must have 
caused much uncertainty and inconvenience in commercial 
transactions, but the intrinsic values of the chief coins 
were probably well known to experts and business men. 

“ The polioy of one mint and one coin ournnt all 
over the realm, with which we have become so fami¬ 
liar In the present oentnry, did'not find muoh praotf- 
oal reoognition in this or any other part of India. 
Mr. Maoleod in hie work on “Indian Currency” men¬ 
tions that when British Buie commenced, there were 
no less than nine hundred and ninety-four (994) diffe> 
ent ooins of gold and silver current in India. In an 
offiolal table published for the guidance of the olvll 
ronrts In the Bombay Presidency the names of no leas 
than thrity-eight gold ooins and over one hundred and 
twenty-seven silver coins are mentioned as still so far 
onnrent in different parts of this. Fresidenoy as to 
make it worthwhile to give the relative Intriniio 
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valnes of thsio local onmnoiai In ezohange for the 
Queen’s ooln."* 

To mint coins was a privilege of sovereignty and 
was exercised by petty rulers as much as by powerful 
kingSi Several of the coins bore the distinctive 
names of the places where they were minted. Under the 
Mahrattasj in the middle of the eighteenth century, 
manufacturers of money were licensed by the Government 
on payment of a fee and the weight, quality and deno. 
minalion were fixed. The ratio of the Delhi gold Mohur 
to the rupee was 1 to 15^. The mints were not open 
to private coinage in the sense in which the expression 
is understood, but the supply must have been well adjust¬ 
ed to the demand. 

It appears that the silver rupee ooln circulated very 
largely in Northern India and the gold mohur was only 
a supplementary coin there. The position was reversed 
in Southern India where the gold coin enjoyed the 
widest circulation and the silver coins were only subsidi¬ 
ary to it. The landmarks in the history of Indian 
currency since the beginning of the last century will be 
indicated below. From them it will be’seen that whereas 
under the Hindu and Mahomedan rulers, both gold and 
silver coins circulated freely in the country without an 
attempt on the part of Government to fix the relative 
values of the two, the silver rupee is now the main coin 
of the whole country, supplemented by paper currency 
and'th^ gold sovereign, for the minting of which arrange¬ 
ments have only recently been made in Bombay and 
whose relation to the silver coin is fixed by law. 

137. Under Bast India eonpany.—The confusion 
caused by the multiplicity and variety of coins led the 
Bast India Company which had its own distinctive rupees 
coined in Bombay and Madras, to think of making the 

* RsMd*; C«n«BdMso4that*noSsrUahivttaRill. 
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cnmncy uniform, and though in 1806 the Directors 
declared that while "fully utisfied of the propriety of 
the silver rupee being the principal measure of value 
and the money of account," they did not wish "to intro¬ 
duce a silver currency to the exclusion of the gold," only 
twelve years later, the silver rupee was substituted for 
the gold pagoda os the standard coin of the Madras Presi¬ 
dency, where gold coins had, till that time, been the 
principal currency and money of account. 

In 1835, the persent silver rupee was formally es¬ 
tablished as the standard coin of the whole of British 
India, and gold was demonetised. It was enacted that 
'no gold coin shall henceforward be a legal tender of 
payment in any of the territories of the East India Com¬ 
pany.* But by a proclamation of 1841, Government 
authorised officers in charge of public treasuries freely to 
receive gold mohurs at fixed rates which represented a 
ratio of 15 to 1 between silver and gold. By the middle 
of the last century gold depreciated owing to the dis¬ 
coveries of the yellow metal in Australia, and Government 
in India became embarrassed when the public took 
advantag of this divergence between the legal and the 
market ratio of gold to silver by presenting gold at the 
treasuries and exchanging it for a larger value in silver. 
A notification was, therefore, issued declaring that on and 
after 1st January, 1853, “no gold coin will be received on 
account of payment due or in any way to be made, to the 
Government in any public treasury within the territories 
of the East India Company." 

The 'battle of the standards' was fought on the 
Indian soil as on that of Europe, and the difficulty of 
adjusting the ratio of gold to silver was experienced in 
In j jtt as elsewhere. Both gold and silver had their advo¬ 
cates in India, and there was a division of opinion among 
officials of Government. Merchants in India, Indian and 
Suropean, memorialised the Government of India for a 
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gold currency, and the latter were prepared to make 
sovereigns and half sovereigns legal tender at the rate of 
one sovereign for 10 rupees. The Imperial Government 
did not approve of the proposal and only authorised the 
receipt of gold coins in public treasuries as used to be 
done before 1853, at fixed rates. 

lilts. Bimetallic Syatem.—Fluctuations in the rela¬ 
tive values of gold and silver in European countries and 
America which wore on u bimetallic basis, caused great 
embarrassment by the influx now of one metal and now 
of the other. The value of silver relatively to gold began 
to fall and as some Emopean countries followed England’s 
lead ill adopting the gold standard, the other nations of 
Europe combined in the Latin Union to protect themselves 
from the danger of being overflooded with the cheap white 
metal. The value of silver which was 60,^„d. per. oz. in 
1S72, came down to 531 d. in 1876, to SO-ia d. in 1883, to 
421 d. in 1888 and to 35 t„ in 1893. The countries of the 
Latin Union were compelled to abandon the bimetallic 
system and to give up the free coinage of silver. Thus 
came to be established the ‘limping' standard under which 
though silver coins are full legal tendes, there is no free 
coinage and they are virtually token money. This meant 
the triumph of the gold standard, which has now been 
adopted in all countries of the world except Chins. 

Under bimetallism, bmh gold and silver are standards 
of value, and the relation between the values of the two is 
fixed bylaw from time to time. Mintsareopento the coin¬ 
age of both the metals and both are full legal tender. The 
market rates of gold andsilverfluctuate while the legal rates 
remain fixed, and for the time being, the overvalued metal 
drives the undervalued metal out of circulation and out of 
the country. If bimetallism were adopted by the principal 
nations of the world, the fluctuations and the embarrass¬ 
ment would be considerably minimised. But no agreement 
could be arrived at on this question, and nations had to 
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adopt the gold standard accompanied by a legal tender 
Bflver currency, whose parity with gold was maintained 
by State regulation of the coinage of the white metal.t 

I39< Dlffieultles in India,— From 1835 to 1899 
Indian currency rested on a silver basis, but tbe circum¬ 
stances which forced Government to adopt the gold 
standard were peculiar. India is a debtor country. Its 
Government has to remit to England every year crores 
of rupees for meeting tbe Home Charges, its expenditure 
in London on account of interest, pensions, salaries and 
so forth. The revenue of Government is collected in 
silver rupees and the charges in England must be met in 
gold. V^en silver was demonetised by European coun¬ 
tries and its supplies were larger than the demand, the 
value of the white metal expressed in gold steadily fell. 
The lower the gold value of silver, the larger was the 
amount of rupees the Government had to find to meet 
the Home Charges. In fact, the drop of one penny in 
this exchange value, added more than one crore to the 
amount of rupees that had to be provided for procuring 
the necessary amount of gold to meet the home charges 
in England. ' 

“ To make this point clearer, it may be mention¬ 
ed that in 1873-74, before the fall in the exchange 
value of the rupee commenced, the amount of Home 
remittance in lien of payments the Secretary of State 
makes In England on behalf of the Indian Govern¬ 
ment, of such charges as interest on debt raised in 
TUn gland , oivU and military pensions, salaries, the price 
of stores etc-, was about £ IS millions, which at a rate 
of eiohangs of 1 s. lO'SSl d. was represented by Rs. 

i' It la Ut tlat the prewnt If an opportune moment for meking n effort bp 
intenatfaittl agieement, to eetiMlih the bimetallic ipitea in the prbdpil 
coontriee oC the worid. After the war, the acnmble for the poMaarioii of gdd 
will be pert end the fopplp of the pdloir metal will not be adequate. It }i, 
therlfoiek Ut that Um fitlUA Empire and tha U. S.A, iboold join haikdii akog 
with thrir aUiii, to rccogiuK both lUTer and gold ai rtaodard oetala. 
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, U,S6,S7,000. During 1892-93 the amount remitted 
was £16J^ millions which at the average rate of ez> 
change in that year, viz, 1 b. 2'985 d. required a pa 7 > 

.. ment of Bs. 26,47,81,150. If this had been remitted 
at the rate of exchange of the year 1873-74, It would 
have needed only Bs. 17,75,19,200, which means that 
there was a loss of Bs. 8,72,64,950 entailed upon India 
by the falling exchange in that year."* 

Besides Government, merchants and others wha 
had to make remittances to England, sustained a. loss 
and had to suffer from the incovenience of uncertainty. 
.The Government of India felt the necessity of adopt* 
ing the gold standard and the introduction of. a gold cur¬ 
rency, and the temporary suspension of the compulsory 
coinage of silver by Indian mints, had been suggested to 
them; “but the main object of such attempts as were 
made by that Government to deal with the subject between 
1878 and 1892, was not to effect a change of standard in 
India but to facilitate an international agreement which 
might cause a rise in the gold price of silver, and thus 
diminish the inconvenience resulting from the retention of 
a silver standard in India." The Uniied States of 
America too bad to face the problem of depreciating silver 
and attempts were made in lliat country by the Bland and 
Sherman Acts to maintain the price of the white metal by 
the continuous purchase and coinage of fixed quantities 
of that metal. When these attempts failed and there was 
little prospect of an international agreement, the Govern¬ 
ment of India proposed at once to close their mints to the 
free coinage of silver and to make arrangements for the 
introduction of a gold standard. In a telegram to the 
Secretary of State, of 22nd January 1893, the Government 
of India explained their proposal by saying that they 
would issue a notification declaring that English gold 
coins would be legal tender in India at a rate of not leas 
than 18 d. per rupee and that an interval of time should 

* GoUukls aqd BcoDonda Rsbrauifkgs.slt 
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0 l«pH batwetn the minti being closed and anjr. attempt 
bting made to coin gold in India. 

• laOi The earrcney eommIttcee.'-The Seore* 
tary of State {or India referred the proposal to a corn* 
mlttee presided over by Lord Herschelli which reported In 
favonr of the suggestion. In accordance with tlu reoom. 
mendations of the Committee, Act No. VIII of 1893 was 
passed providing for the closing of the Indian mints to 
the "free coinage" of both gold and silver, however, re< 
serving power to Government to coin rupees on Its own 
aooount. By notifications arrangements were made for 
the receipt of gold at the Indian mints in exchange for* 
rupees at a rate of 16 d. per rupee. When the question 
was raised in 1897 whether the Indian Government would 
join Franoe and the United States of America in follow* 
ing a common policy of free coinage of silver and gold at 
a ratio of 15^ to 1, the Government recorded the decided 
opinion that it would be unwise to do so. 

In 1898, the Secretary of State for India appointed 
the Fowler Committee to consider and reportupon certain 
proposals which the Government of India had made with 
the object of making effective the policy adopted In 1893. 
At this time the currency position was as follows 

(1) Gold Is not le;al tender In India though the 
Govammant will receive it In the payment of public 
dues; (t) that the rupee remalne by law the only coin 
In whion other than email payments can be made; (3) 
baftthat the Indian Government has deolarsd (until 
','^rther notice) a rate at which rupees can be purohas- 
'ed for gold coin or bullion—euoh rata serving to deta» 
mine the maxlmam limit to which the starling Ur 
change can rise under prssent arrangements.* 
widely divergent views were held as to the wisdom 
and justioe of the policy adopted in 1893, and the several 
Interests Involved, looked at the question from different 
points of view. ITie British Treasury, to whom the qmwl» 
/ gepirt c( Its Vewbr Cewdttia 
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tion had been referred by the Secretary of State on the 
receipt of proposals from the Indian Government, consis¬ 
tently set its face, in 1879 and In 1888, against tampering 
with the currency and making it artificial. It pointed out 
that whatever relief would be secured by Government 
would be at the expense of the Indian taxpayer. 

On the one hand, (1) the need of stability of ex- 
diange as a condition of prosperous trade and (3) the 
necessity of preventing the losses which a falling ez‘ 
change entailed on Government, were urged in favour of 
the adoption of a gold standard and in justification of the 
doMog of mints to the free coinage of silver. It was 
point^ out, on the other hand, (1) that silver monometal¬ 
lism was the best policy for India, (3) that the exchange 
difficulty could be met by retrenchment and eoononiy and 
the systematic curtailment of India’s gold obligations e. g. 
home charges, (3) that a falling exchange had stimulate 
trade and piomcted prosperity and (4) that an artificial 
currency system was undesirable. 

All these conflicting views were placed by witnesses 
before the Fowler Committee which had to decide whether 
India should revert to the old system dr follow up the 
arrangements initiated in 1893. On a review of the whole 
position and a careful consideration of the divergent 
opinions submitted to it, thq Committee declared itself in 
favour of the effective establishment of a gold standard to 
be acoompanied, of course, by a gold currency. The 
restriction of 189 3 and other causes had pushed np the 
gold price of the rupee and, therefore, the exchange to 
16(1. at which the Committee stated that it should be 
fixed. The rupee would now become a token coin, bnt 
the committee could not recommend the imposition o( a 
Umit on the amount for which rupees should constitute a 
legal tender. The profit on the coinage of rupees, whloh 
WM to be undert^en when the proportion of gold Ifi tlte 
ooReneyamiedidOu demand, wat to bo aoonBnloMii| 



Mi. iHDUN-EOOKOUm- 

»special reierre fund. This profit would represent the 
difference between the intrinsic metallic value of the rupee 
and its artificial value. These recommendations were ac¬ 
cepted in their entirety by the Indian authorities and steps 
were immediately taken to carry them out. 

131. OpposUlon to ehange pt Standard.— It 

may be generally observed that the currency policy 
recommended by the Fowler Committee hasbeeuadmilted, 
on the whole, to have been a sound policy, though the 
steps which led to it, were partly the result of a panic, 
partly of helpless drifting and partly of concentration of 
attention only on one aspect of the problem viz. the 
financial embarrassment caused by a falling exchange. It 
is interesting to notice the strong views expressed by 
financial experts and high Govcrniueiit officials before 
1893 against any tampering with the Indian silver stand¬ 
ard. 

Mr. R. Hardy, Treasurer and Secretary, Bank of 
Bengal,istated in a memorandum, dated 22ud May 1886:— 
"In conolasion, 1 would observe that the whole 
position of India, as a nation, in regard to the silver 
gnestlon, may be stated broadly as follows:—The 
foreign trade of India oonsists of exports of merohan- 
dise: the exports pay not only for India's gold obliga¬ 
tions abroad, but for her imparts of merchandise as 
well, smd a balance always remains in .her favour. 
This balance she takes in stiver. If silver is cheap 
she gets more of the metal than she would get if it 
were not so cheap, and 1 hold that it is most to her 
advantage to get moro, than less silver. It, moreover, 
appears obvious that the pressure of the gold pay¬ 
ments upon India as a whole, depends not upon the ' 
price of silver, but hpon the gold prices realised for 
the merchandise exported to meet suoh gold payments. 
That the Qovemment a in the position of receiving 
its revenue in silverrit m-^y.be assorted, does not affect 
that, the. national aspect o.\ the question, and in .my. 
view it is, therefore, olearlylhe duty of Government 
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to meet any financial neceselty ailelng from a fall in 
the exchange, either by increasing taxation or by 
reducing expenditure, or by both. To attempt to meet 
the difficulty by taking the extreme measure of chang> 
ing the standard of value is, I think, out of the 
question, and I express this view, holding the opinion 
that the value of silver will probably yet fall con¬ 
siderably. ■'* 

Referring to Lieutenant-General Strachey's proposal 
to give India a gold standard without a gold coinage, 
provision being made for the expansion of the currency 
to meet requirements of trade, Mr. J. W estland, Comp¬ 
troller and Auditor General, wrote in 1886 :— 

" I am inclined rather to say that greater facility 
in meeting its home obligations is the only interest 
that India has in a gold standard; and if a silver 
standard is better with respect to all its other relations 
and concerns, I cannot concede that the question 
connected with its home obligation is of such tremen¬ 
dous importance as to overwhelm all others. The 
fact that our European officials, regarding our connec¬ 
tion with India as only temporary look to the gold 
standard of the country, where we hltlmately intend 
to live, as preferable, for our own purposes, to the 
silver standard of the country where we earn our 
living, is somewhat apt to increase in our eyes the 
importance of remittance from India to England. But 
if we want to stay in India all our lives, and our 
children after us, as the infinite majority of people 
dwelling in India do, I doubt if we would look upon a 
manifestly appreciating standard as more desirable 
than one which has been fairly steady in the past, so 

far as absolute value can be measured.’’ 

Mr. D. Barbour, Secretary to the Government of 
India, Department of Finance and Commerce, held identi¬ 
cal views and- maintained:— 

SeUdion from P tperi rdati ng to th e IntiodnctloD o( s Gold Cnmsey 
la lodii, po|(t433 to.46o, ’ ’ . 
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“ The loB8 or gain therofora to India, aidlitln> 
galalied from the Government of India, In reepeot of 
her permanent gold obligatlone, depende entirely on 
the gold prloeewhloheheoan obtain for her export*. 

No manipulation of the Indian onrrenoy ean poeelbly 
affeot the gold prices of Indian exports and therefore 
General Straohey's propbaal oould in no ease give any 
relief to India as a oountry whatever effect it might 
have on the flnanoial position of Government Just aa 
muoh aa Government gained, juat ao much mnet the 
Indian people lose.” 

There was a large body of people in India holding 
similar views* and they contended that (1) the exchange 
difficulty could have been and ought to have been met 
by economy and a reduction in the gold obligations of 
Government; (2) and that it was not necessary to alter 
the standard of value as an artificial increase in the value 
of the rupee only transferred the burden from the State 
treasury to the shoulders of the people, 

133 , eiunge BiTeeted,—The financial embarrass* 
ments of Government, however, proved an irresistible 
argument in favour of the adoption of the suggestion to 
. make the rupees token coins and, by restricting their out* 
put, to mise their exchange value to 16d. per rupee. In 1899 
* the Government gave up its attitude of hesitancy and boldly 
embarked upon a policy of a gold standard to be ultimately 
accompanied by a gold currency* (1) Sovereignsand half 
sovereigns were made legffi tender; (2) active steps were 
taken to open a mint for the coinage of gold in India, though 
theKheme ffasdroppedinl902tobn revived onlytenyears 
later; (3) profits on the coinage of rupees were being 
accumulated in a special gold resene to be used for the 
si^portof exchange; (4) efforts were made to induce 
people to use sovereigns as a medium of circulation. 
very soon Government policy began to drift, the ideal 
taownnended by the Fowler Committee was put out (d 

‘ * 8ii AppmSIw ti tht Berort the reelli CesalMa pm* 
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ilghti and India came to bave a gold ezohanga lUndard 
inttoad of a gonuine gold standard. 

GoTornment departed in several important particulars 
from the lines of policy laid dorm by the Forrler Com* 
mlttee. 

a 

" The Investment of the Gold Standard Reserve 
In securities In London, the dropping of the scheme 
for a gold mint In India, the practice of selling. 
Council Drafts at something belovr gold point against 
the Currency Reserve, the establishment of the silver 
branch of the Gold Standard Reserve, the diversion 
In 1907 of money from that Reserve for capital expen¬ 
diture and its use in 1008 for meeting drafts sold by 
Government in India on London to private traders, 
are all examples of divergences from the soheme 

adumbrated by the Committee.The syetem 

aotually In operation has aooordlngly never been deli¬ 
berately adopted as a consistent vrhole, nor do the 
authorities themselves appear always to have had a 
clear idea of the final object to be attained. To a 
great extent this system Is the result of a series of 
experiments.”* 

133. Gold Exchange Standaid.—In India, as in 
other countries having a gold exchange standard, 

“ Gold aotually In circulation whether, it be a 
. silver coin or a paper note, depends for Its value In 
exchange, not on its own intrinsio Worth, but on the 
maintenance in reserve of gold or resouroes readily 
eonVertlble In gold and In the case of Russia and 
Japan, at any rate, large portions of the gold resonr- 
oes are held not at home, but In London, Paris, and 
other monetary centres, just as India's gold standard 
reserve Is held In London.” ' 

Mr. J. M. Keynes, in his boohf and the Chamberlain 
Commission in Its report, have favoured the gold exchange 
standard as peculiarly suited to the condition of India and 

' * S« ChualKilsia CommMoa'i Rtpoi^ pip i3, 
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have dilated on the vrastefulnese of a gold currency. The 
latter suma up ite view in this connection thus 

"Out view is that India neither demands nor 
requires gold coins to any oonslderable extent for 
purposes of circulation (as opposed to saving or 
* hoarding), that the most generally suitable media of 
Internal circulation in India are at present rupees 
and notes, and that the Government should, as oppor- 
'tunlty may offer, encourage notes, while providing— 
and this is the cardinal feature of the whole system- 
absolute security for the convertibility into sterling 
of BO much of the internal currency as may at any 
moment be required for the settlement of India’s 
external obllgBtions.”t 

In his masterly note of dissent appended to the 
Chamberlain Commission's Report, Sir James Begbie, has 
disposed of the objections taken to the adoption in India 
of a true gold standard, accompanied by gold coins in 
drculation, as was recommended by the Fowler Com¬ 
mittee. Financiers in other countries are alarmed at the 
large absorption of gold in India and would like that the 
stream of the yellow metal flowing to this country should* 
be diverted into other channels. Imports of gold into India 
are only the price paid by foreign nations for a part of 
Indian exports, and the cunency system of India cannot 
be developed to suit their convenience and interests. The 
accounts of the hoards of gold in India and of the hoarding 
habits of the people, are exaggerated and the fact, that 
the masses in western countries also are addicted to that 
habit has been brought out by the quantities of sovereigns 
and other gold coins which have emerged from unexpected 
quarters for Investment in war loans.* We have ample 
evidence to prove that gold coins have always been popular 
and in extensive circulation in this country. One of the 
lessons Mr. Ranade drew from his study of Mahratta 

....f CbmitrJtinCsaaUilw’t RqmtipajSlo. .... ,. 

• CoomUtM ol psiriotle peopls ia Englud have iiuQctdd ia oaeaitliiag 
andi aad nttarad tnannt a( wrerdgu boa villagM, 
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history vaa that • the statement now so generally made 
that India was too poor a country for the circulation of 
gold coins is unsupported by the facts of the case, as they 
can be ascertained from the history of the mints under 
Mahratta rule’ and that there is no reason why ' if the 
gold coins were in demand a hundred years ago there 
Aould not be a similar natural demand for these coins in 
our present condition of greatly extended commercial and 
banking activity.'t 

Conditions in India in this respect are different from 
those prevalent in other countries which have a gold 
exchange standard. (1) Here the annual gold absorption 
is large and the production of the yellow metal in Indian 
mines comes to four or live croresa year. (2) The balance 
oftiade is usually favourable to this country, in spite of the 
payments which we have to make in England; and occasions 
when gold may be required for foreign remittance, are 
rare. (3) The accumulation of token coins turned out of 
the Indian mints and absorbed by the people, is danger* 
ouB, and if facilities are given for the circulation of gold 
coins by means of a gold mint and otherwise, stability of 
exchange will be still further secured. (4) The absenoe 
of a gold mint in India and the large circulation of silver 
tokens for which Government does not bind itself to 
give gold coins, are calculated to foster the hoarding 
habit which every one is anxious to discourage. (5) Too 
much attention is paid in India to the maintenance of 
exdhange, and every thing else is subordinated to it. (6) 
The rupee, which is the principal coin of the country, is 
only a note printed on silver and its convertibility is 
limited.* C^} Gold coins largely circulated in India and 
were popular before the yellow metal was demonetised in 


t CnraBcki Mid IliaU iind« Ualntta Role. 
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the last century, an^ if the people want gold coins there 
is no reason why they should not he supplied to them.f 

134, fl Gold Mint for India.— After the Fowler 
Committee had recommended the adaption of a gold 
standard and a gold currency, the Government of India 
took up seriously the question of starting a gold mint in 
Bombay, and in his financial statement in 1900, Sir Clinton 
Dawkins announced that every thing was ready. But all 
possible imaginary difficulties having been raised by the 
Mint authorities in London and the British Treasury, the 
project was abandoned. The question was raised again 
in 1912 by Sir Vithaldas Thackersay by moving a resolu¬ 
tion in the Supreme Legislative Council and Mr. Gokhale 
accorded his support to the suggestion that gold should 
be coined in the Indian mints. 

The Government of India sent a despatch to the 
Secretary of State, dated 16th May, 1912, and strongly 
urged the necessity of minting a goid coin in India. The 
plea put forward in the despatch is supported by sound 
reasoning, and it completely demolishes the case of the 
opponents of the proposal. The despatch examines and 
routes the argumwits, (1) that an Indian gold coin is 
unnecessary, (2) that it will not assist the maintenance 
of exchange, (3) thatitwillbe too expensive, and ends 
by remarking (4) that the proposal for a gold coinage 
had behind it the support of Indian public opinion. 

Lord Crewe, the Secretary of State for India, referred 
the proposal to the Lord Commissioners of the Treasury. 

t Special inquiriei were mocle with re^rd to the circulatloa ud popularity 
o( the lorerdgn in the diffeicfit parts cd India, o&d Mr. Howard, CootrdUer dE 
Cuncfi^, airifed at the soodttiUm: the whole, Itmaypcrhipi 

befelrly eiwrluded from this rridenee that the popnlaiity ot the somdignui 
OMdiun of oidmary cuireney depeuds largely npoo the eilent to whlidi It li 
inaaiii available to the cultivator by the variona fimi and oiddlemen who buy 
up hli produce, ud that when it ii available in large quutitlei It ie gled^ 

•eeepted and lued in every day traasoctkma.««Therc le no doubt that ioim 

fold le hoanied or, In other woide, put aaide to meet ei ce p Ho n e ! end noforeieen 
up udit u ie y hut dill le only netural” ^Report of the CoBboOv «C CaneD^ 
tor i9i5-l4, Appcndb UI< 
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They did not accept it and, instead, offered two alterna¬ 
tives 

(1) "That a branch Mint be established at Bombay 
solely for coinage of gold under the supervision of 
the Boyal Mint and His Majesty's Treasury; (2) that 
the control of the whole of tbe existing Mint at 
Bombay be taken over by His Majesty's Government, 
who would accept at the expense of India the respon-, 
sibility for an establishment, producing not only 
British gold coins but also coins for circulation in 
India, that is, silver and nickel.” 

These proposals could not be acceptable; but as Lord 
Crewe pointed out in his reply, it was open to tbe Govern¬ 
ment of India ' to produce at one of tbe Indian Mints a 
separate Indian gold coin of the denomination of say 
Rs. 10.’ The Secretary of State suggested that this course 
would be inexpensive and would avoid the intervention 
of the British authorities in India’s general coinage opera¬ 
tions. There was further this advantage that a gold coin 
of the denomination suggested would satisfy such currency 
requirements as are not met by tbe present facilities for 
obtaining sovereigns, rupees and notes. 

Tbe Chamberlain Commission, however, holding as it 
did that a gold exchange standard with an actual currency 
consisting of token coins and notes, was quite enough for 
India, did not see its way to lend its support to the idea 
of a gold mint or even ‘of tbe circulation of gold as 
currency. But if Indian sentiment wanted a mint and if 
the Government was prepared to incur the expense, the 
Commission stated, it might have a gold nunt provided 
tbe coin to be minted was tbe sovereign (or the half 
sovereign ).• 

13S. Gold Standard Keaerve Pond.—One of 

the chief buttresses of the Indian curr ency system is the 

• TIm sunatery itringeacy ciuied by Oie Wtr, at !»it twpec lU 
ol^^elouaadfotcidtliehHidiof the OoTcnnunt, and a Royal PTOclonuiUao 
wot oo silt Swembei, iSl7, dincting that a bnnch o( the Royal Min* 
bsntnbliilied In Bombay, that gold cdni o( tbowne dtinnmin it hm a doilgni, 
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Gold Standard Kaaerre Fund which was created on the 
reconunendation of the Fowler Committee and was to be 
foim^ out of the profits on the coinage of rupees. The 
gold thus accumulated, was to be made available for 
foreign remittances whenever the exchange fell below 
specie point. But the intention of the recommendation 
and the object of the Reserve were differentlv interpreted^ 
and the soundness of the policy pursued by Government 
in connection with the Reserve was seriously called in 
question. The chief questions for consideration regarding 
the reserve were(1) the purpose for which it should be 
used; (2) the form in which it should be held; (3) its 
location, that is, whether it should be held in England or 
India; and (4), its amount, that is, whether it should be 
allowed to accumulate indefinitely and, if not, what limit 
should be placed on its accumulation.* 

These questions were forced upon public attention 
by the experiments which were made by successive fiium- 
ders with the gold reserve. As a correspondent observed 
in the London Tima towards the close of 1912, 

'Sir Edward Law perpetrated the first blunder 
by investing the ^serve in England instead of keeping 
it in India. He was obsessed by the possibilities of 
interest, with the result that India has not only tost . 
all the advantages of a liquid gold reserve but has 
suffered the loss of nearly a mUllon sterling through 
the depreciation of securities.' 

Another point of departure was that in connection 
with purchases of silver for his coinage operations. Sir 
Edwaod Baker dedded to hold six croru of rupees of the 

hS fisauw M geld cotni calntd St Uh Ulst bi eabMd It Ai BoBbiy 

hnadiadstitlattfaellMtcraltbelllatiinpen eedtniamltdrwtwCie pU 

coisi to be coined Is Boabey, tbet tbe case lo edsed be deemed to beet bees 
Ifeqs^e^ fggig lUiSt Mid IW kgll tOldff 111 Hkft WWMff Mid to 

estenl^ end the Bomber sdat be legtided, tor tbe psipoee o( gold coboge^ M poet 
ol tbe Londoe Mist. 

* See^peadlceetotbilBteiim Beport ol tbe ChimberiMa Cnmtilmlnii 
ssptr. 
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gold (tandard reieiTo in coined rupeea. Then cam* 'the 
intervention of the Mackay Committee. 

“ The demand for railway oonatraotlon had out¬ 
stripped the capacity of the Government of India to 
furnish the neoeesary funds. A committee which sat 
in England under the ohairmaiuhip of Sir James 
Mackay (Lord Inohoape), light-heartedly recom¬ 
mended that half the profits on coining should be 
diverted to capital expenditure on railways. A mil- ' 
lion sterling was misappropriated to this purpose 
before the universal condemnation of such a perver¬ 
sion of sound principle compelled the Secretary of 
State to withdraw a decision which in no conceivable 
circumstances should have been taken.” 

Attempts were likewlae made to fix a limit to the 
accumulation of the gold reserve fund so that additions 
to it beyond the Umit might be devoted to capital ex« 
penditure. 

In the crisis of 1907-08, the balance of trade turned 
against India. Exports fell oS owing to the unfavourable 
character of the agricultural season and imports continued 
to pour in. There was a heavy deuund for remittance of 
gold abroad, stimulated by the premiuofupon the yellow 
metal caused by the American financial crisis. The 
Government of India first hesitated and doled out gold ia 
small quantities. But its stock was «n»ll and was likely 
to be soon exhausted. It,'therefore, sold sterling drafts 
on London to the extent of £ 8 millions, which put a 
severe strain on the gold standard and currency reserves 
in London. This experience taught a valuable lesson in 
the management of bdian currency, and similar measures 
were retorted to when there was an adverse balance of 
trade soon after the out-break of the war. 

136. Recommendations of ehiflmrlrin eom- 
■lsriea.--The Chamberlain Commission discussed all the 
points in dispute between Government and its critics with 
refsieiMetothegold Reserve, mainlythequestlMu whether 
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thfl bulk of the Reseiro should not be held in gold instead 
of in securities and in India instead of in London and 
whether the Reserve should not be used to relieve mens* 
tary stringency in this country instead of being locked up 
in England, The Commission thought that as the chief 
purpose of the Reserve is the maintenance of exchange 
and as the gold is wanted for payment in London, that 
financial centre is the'proper place where it should be 
located. 

It concluded(1) No limit can at present be fixed 
to the amount upto which the Gold Standard Reserve 
should be accumnlated; (2) the profits on coinage of 
rupees should for the present continue to be credited 
exclusively to the Reserve; (3) a much larger proportion 
of the Reserve should be held in actual gold. By an ex¬ 
change of assets between this Reserve and the Paper 
Currency Reserve, a total of about 10,000,000/ in gold can 
be at once secured. This total should be raised, as oppor¬ 
tunity offers, to 15,000,000/, and thereafter the antborities 
should aim at keeping one half of the total reserve in 
actual gold; (4) the Indian branch of the Reserve in which 
rupees are now held should be abolished, the rupees being 
handed over to the Paper Currency Reserve in exchange 
for gold; (5) the proper place for the bcation of the 
whole of the Reserve is London; and (6) the Govern¬ 
ment should definitely undertake to sell bills in India on 
London at the rate of Is, 3i|d. per rupee whenever called 
upon to do so. 

The consideration that a reserve of gold held in India 
will inspire confidence in the public mind and may be lent 
to Indian banks'to the benefit of commerce and Industries, 
as also the consideration that in a time of crisis location 
of Indian gold in London may cause serious inconvenience 
and loss, did not impress the Commission, and it lent its 
support to the policy pursued by Government with regard 
to the location of the Reserve. On the outbreak of the 
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war, the silver branch of the Reserve was abolished and a 
loan was taken from it temporarily to replenish the cash 
balances of the Government of India. The following 
table shows the disposal of the sums paid to the Reserve 
upto 31st March, 1916 

Profit! on Coinage 

Total profit! reaJiied, xit Aprili x9oo to 


3xit Mareh, x9i6 . 

Diinct amount used for Capital Ex- 

1S,S37,ISS 


peaditure on RMlwayi... ... 

1,1.3,655 


Profit paid to Gold Standard Reserre ... 
lotereft and diecount receired upto Sxit 

- ... 

... .l,4l3,S4a 

Mareh. l9i6 ... 

5,433,S3S 


profit by exchange 

profit and tntereet paid to Rcienra from 

X0M39 

5,S69,S78 

lit April, iSoo, to SutMorcb, lSl6 ... 

Dtincl— 

Lou on Solo, Redemption, uid Converdon 


.. 97,S76.Si8 

of Secnrities . 

z,iS9,367 


Lost through depreciadon ... ... 

5ti,36i 


Miicellaneoui charge! ... ... ... 

.o,4o7 

1,7.3,135 

Amount of Rcierre on Siet March, ... 

•1 ... 

£ .6,951,383 

Sterling lecuritiei held in England (estimated 

£ 

value) .*• ... 

Cash held in England on aecount 

. 

... 16,.13,68. 

of the Reserve *.« .»• ... 

... ‘ 5,789.631 

Gold held in India on account of the Reeerve . 
Temporary loan from the Reserve to Treasury 

.. 

... .38,734 

Balances in India ... . 

*. 

... 4,000.000 

Book credit in Treaaury Accounts, India, 


... 1,3.6 

£ i6,9Si,383* 


* The balance of the gold Reierve wai as under on Siit March, xVlTt— 


/« £MgIaiid;— 

Cash placed by the Secretary of State at then 
notice. .. •*. ».• 

.> 6,001,456 

Estimated value of sterling securities of the nominal 
value of £ i6,3ao, 337 . 

... .5,405,S7o 

Im 

Gold 

103,000 


Total:. 


$i,Sio^oa6 
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At the end of the otBelal year, 191&>17, the total of 
the Seierve itood at £ 31'5 mJIUoni, more than £ 4 
million being added to it on account of the huge coinage 
of npeea the GoTemment had to undertake to replenlih 
Ha dwindling itocki. The loan taken from the Reietre 
WBi returned to it in the course of the year, and £ 35-4 
minions ware invested in London, £ 6 millions having 
been placed at short notice by the Secretary of State for 
India. The holdings in the gold Reserve on 31st March 
1918, were estimated at £ 34-31 million and out of this, 
£ 38-31 million was invested in London, the remaining 
£ 6 million being placed at short notice in the same 
place. There was not an ounce of this gold in India at 
the dose of 1917-18. 

137> Paper Money.— To economise the use of the 
prpeions metals and to supply to the public a more 
oonvenlent form of currency, Governments and banks 
issue paper money, and paper occupies a large place in 
the ourrene'es of the advanced nations. The ch^ue in 
England and the bank note on the continent, are extensive¬ 
ly nsad u media of exchange, and metallic money occupies 
<^y a very subordinate position there: The right of 
issuing notes is a monopoly enjoyed by banks in certain 
oountries, while in the United States of America banks 
are allowed to exerdM this function freely.* As the right 
to coin money out of paper is likely to be abused to the 
detriment of the public, the issue of notes is generally 
regulated by the State in all countries. Where there are 
State banks, as in Russia, there is no question of the 
eontrol of Government. In countries, like England, 
France and Germany where the connection between the 
central bank and the State is very intimate and in America, 
where there are numerous private banks enjoying the 
right of note issue, the regulation of the issue of notes is 
fhnnd necessary in the interests of the public. 

* Tboisb tiHR If so moB^y otlBiKb the U. S. A., da pthrUiii at 
ji^tMBf tfjoyed hy buhl b hul^ Is «Mi fsilose eoeAlaM «dl iwtdeleaa 
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There has recently been a great expansion of paper 
currency in India, the stringency of money caused by 
the war having necessitated the issue of large quantities 
of notes. The use of cheques in ordinary transactions, is, 
however, extremely limited and though the progress of 
paper circulation is satisfactory, so far as it goes, there is 
yet an unlimited field for the expansion of paper currency. 
Spread, of education, progress of industries and commerce 
and the policy of Government tending to popularise 
currency notes, will encourage a larger use of paper 
substitutes for metallic money. Instruments of cr^it 
were in use among bankers and merchants in old times 
but bank notes and notes issued by the State as a part of 
general currency, were not known. This is a develop^ 
ment of the past seventy years. 

“ Under Acts of the Oovemor-Oeneral, Nos. VI 
of 1839, in of 1840 and IX of 1843, the Piesideney 
•Banke of Bengal, Bombay and Ifadras were authorised 
to issue notes payable on demand, but the issue of' 
the notes was praotloally confined to the three cities 
of Calcutta, Bombay and Madras. These notes were 
not legal tender. The issues were limited to maxima 
of two crores of rupees in the oases of the Banks of 
• Bengal and Bombay, and of one orore in that of the 
Bank of Madars. These Acts were repealed by Act 
XIX of 1861, providing for the issue of a paper curren¬ 
cy through a Government Department by means of 
notes of the Government of India payable to bearer 
on demand. These notes were made legal tender 
within the circles of issue. Since the let March 1862, 
when this Act took effect, no banks have been allowed 
to issue notes in India." * 

13S. Begolatlon of Inae.— Mr. James Wilson, 
Finance Member of the Governor-General’s Council^ 
initiated the new policy by introducing a Bill relating to 
the paper currency in India in 1860. He pointed out in 

‘ * MonsAT Muttim labmittcd by Mfe F* We Newnvdf to tbc Cbinberl^lQ 
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hit tpmh the advantage oE a Govermnent paper cumnep 
to be managed entirely by the State. " The Government 
oE India," he uid ," proposed to take the issne department 
of the Bank of England as their model." 

" Bot only wonld enoh an issue department pos¬ 
sess a security greater perhaps than that of any bank 
of issue in the world, but the'ra would be a large direct 
profit to the State from the interest derived from the 
fiduciary portion of the reserve and an indirect 
advantage in the improvement of Government credit 
from the purchase of securities for the paper currency 
reserve. I should mention that Mr. Wilson's bill did 
not become law without considerable modification, 
the principal being that the lowest denomination of 
note was fixed at 10 rupees instead of five, and that 
the fiduciary portion of the reserve was limited by the 
Aot, as passed, to four crores of rupees instead of 
two-thirds of the note oiroulation as proposed by 
_ Mr. Wilson."t 

Notes, which are only silver or gold certificates, 
lepresenting a stock of the precious metals of equal value 
kept in reserve, do not possess the advantages mentioned 
above; and fiat money or inconvertible paper money has 
its dangers. The Government oE India placed before 
itself as its guide the English Bank Charter Act of 1844 
and imposed a limit upon the fiduciary issne though 
limit has been raised from time to time as the drculation 
of the currency notes has steadily expanded. The issue 
of bank notes is regulated by the State in all countries* 
A reserve of gold and silver is insisted on as a guarantee 
for the encashment of the notes whenever they are 
presented, and the amount of the notes which need not 
be so secured by a reserve, is strictly limited by law, a 
departure being allowed therefrom only under specific 
conditions. The portion of the note issue not covered by 
a reserve of cash, may bear a certain ratio to the totid 
t BfUtgci ti Mr. F. W. Nmnawdi talon tho riirtonj rniiiiill 
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circulation or may be a fixed amount to be automatically 
raised uith the increase of issue.* 

It was provided by the Act of 1861 that bullion and 
coin should be retained as a reserve to pay the notes 
issued, with the exception of such an amount not ex» 
ceeding four orores of rupees as the Governor General 
in Council with the consent of the Secretary of State 
for India might from time to time fix. This amount was 
to be invested in ■' Government securities." In December 
1863 the note issue was valued at Rs. 5,11,00,000 and the 
Reserve was composed thus 

Silver Cde Reserve .m i,9S,91,868 

Silver BtUlkn Reserve .. ... T,t 7 .oo,Q 09 ' 

Government Secnritiei ... ^ i^77,i3a 

5,11,00,000 

The invested portion of the Reserve was thus about 
two^fifths of the total circulation. 

The maximum fiduciary issue, which was originally 
limited to 4 crores, was raised to 6 crores in 1872, to 8 
crores in 1890, to 12 crores in 1905 and to 14 crores fn 
1911. Originally the securities in which a portion of the 
paper currency reserve was to be invested, were to be 
' securities of the Government of India'.; but when in 1905 
the limit of the fiduciary issue was raised to 12 crores, 
'.Mcurities of the United Kingdom of Great Britain and 
Ireland' and ' securities issued by the Secretary of State 
for India in Council undertbe auAority of Act of Fulia* 
ment, and charged on the revenues of India’, were added, 
the value of the latter classes of securities being limited 
to 2 crores. By Act VII of 1911 the limit of the invested 
portion was rused to 14 crores and it was provided that 
4 crores out of these might be invested in secudfies other 
than those of the Government of India. 

As will be shown below, the invested portion ttu 
been raised from this limit to Rs. 86 crores, and the bulk 

* Ciojut BrilUi, I’nocbi Aiuricn ilKswIstUs ggSM^ 
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of thoM securities are, at present, British Treasury Billh 
By the Indian Paper Currency (Amendment) Act, 1918, the 
maximum limit for the issue of currency notes against 
Treasury bills, was raised from 42 to 6$ crores of rupees. 
The metallic portion of the Reserve was 53 per cent, of 
the active note circulation on Ist February 1918 against 
96 per cent, on the same date in 1914. 

, 139. Snrreney Reserve.—For several years the 

Paper Currency Reserve was kept mainly in silver and in 
India. But since 1898 this poUcy has been changed, and 
a portion of the Reserve is now located in London to be 
used for the purchase of silver lor coinage purposes and 
also for the support of exchange. In 1898 an Act was 
passed (II of 1898) enabling notes to be issued against 
gold held by the Secretary of State in London. This Act 
was a temporary measure intended to meet exceptional 
conditions. The Secretary of State sold bills beyond his 
own requirements for the convenience of trade, but the 
Government of India could not meet them from their 
balances. The above Act was intended to enable them to 
meet the drawings from the Paper Currency Reserve, the 
Secretary of State ^tting aside gold to the account of that 
RUprve in London to the same amount as the Government 
of India took out from the Reserve in this country to 
meet his drawings. 

This temporary arrangement was extended for two 
years and then in 1902 by Act IX of that year, mads 
permanent. The Secretary of State was enabled by this 
Act, to purchase silver bullion and to transmit it to India 
for currency purposes. ‘Thus the Secretary of State might 
either (l)*liold gold in England as part of the reserva 
against the note issue in India, or (2j he might transmit 
tte gold to this country to serve the same purpose hers or 
(3) to might-expend it on the purchase of silver, also to 
fenm port of the reserve. Gold or silver in tinnait to Indies 
from its locational part of the laserve in England or tit$ 
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berie, remains part of the resenre while in tranait. In 
practice only the first and the third of the above alterna* 
tive courses are adopted as ordinarily sovereigns an 
imported on private account in suflident quantities into 
India and render it unnecessary for the Secretary of State 
to ship them.' 

If the silver required for coinage purposes cannot be 
purchased in India,* it is but reasonable that a part of the 
Paper Cumncy Reserve should be transferred to London 
by the sale of Council bills to enable the Secntary of State 
to make the necessary purchases whenever necessary. 
But the portion of this Rnerve located in London, 
to be regarded as a first line of defence in a time of 
exchange crisis, and strong objection was taken to the 
utilisation of the currency reserve which is intended mainly 
to enable the Govenunent of India to encash its notes for 
supporting exchange and to the investment and locking 
up of large funds in England. It was argued that the 
English joint stock banks worked with a very small 
reserve of gold and relied too much on the Bank of Eng> 
land and that it was dangerous to hold the gold of the 
.currency reserve earmarked at that Bank. The general 
objection to the transfer of Indian gold to London in the 
case of the gold standard reserve applied with greater force 
to the gold in the currency reserve. The Government, 
however, replied that if the gold on account of the Reserve 
were not drawn to London, it would, in any case, have to 
be trausferrtd there for the purchase of silver when the 
stock of rupees was depleted and gold in India oould not 
serve the purposes of currency. It was stated that 

. "The gold in the Bessrvs in India has been mneh 
In excess of the demand, that the Gold Stuidard- 


* TkBacMltrMdwudaiBetttMatirringmBipMel Ikfa Bins to 
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Baasrve has not in itself been snfSoient to secure be¬ 
yond questioti the stability of exobange, and that gold 
In London is more direatly and indubitably eSeotire 
for this purpose than gold in India.” 

The Gold Standards Reserve has recently increased 
very rapidly owing to the enormous amounts of rupees 
the Government had to coin to meet war expenditure 
incurred on account of His Majesty’s Government. The 
necessity of earmarking gold belonging to the Currency 
Reserve at the Bank of England which is said to be 
'equivalent to the export of gold from Loudon to India/ 
because that gold so sqt aside against notes issued in this 
country, is not available to the London market, was re¬ 
moved by an amendment of the law, and the Secretary of 
State for India was empowered, by successive, steps, 
within three years after the out-break of .the war, to 
invest the Reserve up to a total amount of Rs. 34 crores, 
this limit of securitibs in England having been only Rs. 4 
crores before the out-break of the war. The total in¬ 
vested portion of the Paper Currency Reserve was in¬ 
creased, by March, 1918, to Rs. 86 crores as against' 
Rs. 14 crores only before the war broke out. The Gold 
Standard and Fapbr Currency Reserves have expanded 
beyond all expectations in tho coarse of the years of 
war, and the recommendations of the Chamberlain Com¬ 
mission will not give sufficient guidance to decide hoW 
they should be invested and utilised as a permanent policy. 

140. Note Glrcttlatlon.— Indian currency notes 
' are in the form of promissory notes of the Government 
of India, payable in rupees to bearer on demand, and are 
issned in denominations of 5,10,50,100,500,1,000, and 
10,000 rupees. They are Issued without limit at any paper 
conen (7 office against rupees or gold. For the purpose 
of the note system, India is divided into certain circles, 
aqd (with the exception of the 5 rupees note which was 
universalised outsit Burma in 1903j the notes were, until 
1910, legal tender only within the drde of isiiis.’ Sinee 
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then all the imaller denominationa of notes np to and 
Including those for 100 rupees, have been universalised. 

An urgent demand for currency which could not be 
satisfied with the available stock of rupees, led the Govern* 
ment to think of issuing notes of extremely small 
denominations such as one rupee, in imitation of the one 
£ and 10s. notes of England. The one-rupee notes were 
issued on 1st December, 1917 and notes of the demonu- 
tion of Rs. 2i on 2nd January, 1918. The issues were 
first confined to the three Presidency towns and special 
facilities were given for their encashment at the Post 
Offices. In the course of a few months their total issue 
reached a value of Rs. 45 lakhs, and the encashments 
amounted only to Rs. 11 lakhs. These notes were pri* 
marily issued with the object of supplying additional 
currency and economising the use of silver which had 
become extremely dear. The above universalisation 
of notes has assisted to expand and popularise paper 
currency in India. The average gross circulation of notes 
war 28-58 crores in 1900-01, 45-14 crores in 190(i''07 and. 
65.62 crores in 1912-13. The active* average circulation 
in these years was 32-05,33-93,41-83 and 45-39 respectivdy. 
The active circulation on the 1st February in the follow¬ 
ing five years was:— 



Total circulation 

Active circulation 


(crores bf Rs.) 

(crores of Rs.) 

1914 

... 63-9 

... 51-9 

1915 

... 60-3 

... 45-1 

1916 

... 62-4 

... 54-1 

1917 

... 84-4 

.... 67-9 

1918 

... 104*8 ... 

... 82-1 


* The'set* cir-a]at!oi>i5obtMae<11>r deducting Irom the graei amonst 
the quantltg of notee held is fieiecTe Tieanriee. We get the active cireslaticn 
(! natce helddn other GoTemmest Treaauriei end is Preaidency B-nV Head 
OfBcee an tnither dedseted. Is this latter caiculadoo sotai held is Goeemmst 

TnaaStlss cihw than Reaem Tnaasties, are M oftas isclsdedi 
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The following table gim the drculation of eadi 
denomination of note on Jlst March of 1915,1916 and 
1917. 


Ko. of Notes 
for Bupeea 

1915 

1916 

1917 

' 5 

3,139,195 

4,493,883 

6,684,839 

10 

10,986,196 

18,830,430 

85,598,096 

SO 

88,774 

88,846 

81,658 

SO 

348,890 

449,005 

504,130 

100 

1,605,697 

8.035,915 

8,538,181 

500 

47,390 

46,661 

48,9U 


98,037 

89,875 

118,480 

10,000 

15,651 

18,679 

18,890 

Total Fieoee 

80,868,710 

85,958,637 

38,460,539 

„ Value in Ba. 

61,68,59,615 

67,73,34,540 

86,37,51,735 


The Gonmment of India and the Secretary of State 
perform HTeral ihnctions whicln in ether countries, are 
performed by private and State banks. The connection 
between the Indian Govemment and moTementi of trade, 
interrul and external, is very intimate and the financial 
operations of the Currency Department and of the India 
Office, are on an exteniive scale. 

“Briefly the position is that, in addition to the 
Inamty, Ourrsnoy Beserve and Gold Standard 
Beserve Baianoss at Head-anarters, Oovenunent bold 
large amounts of money distributed over India in 
Dlstriot treasuries and in ourienoy ohests, nearly 
every treasury having such a chest Money bomei 
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In to the Government treasuriee and Bubtreaeuriee all 
over the country in payment of revenue, from which 
it is necessary to provide funds for expenditure at 
Headniuarters or in order to meet outgoings in Eng> 
land. Conversely, the trading firms have large remit¬ 
tances to make to the interior in payment for pro¬ 
duce- Firms reguiriug money for this purpose cons¬ 
tantly apply to Government for remittance orders 
from one place to another within the country, and 
Government meet their requirements so far as they 
can do so, by the issue at a small charge of supply 
bills and telegraphic transfers through treasury or 
currency. The amount of remittances annually effec¬ 
ted in this way is very large. The arrangement is 
economical for all parties concerned as enabling these 
transactions to be largely effected without any actual 
movement of coin."* 

We propose to notice in the next chapter, a similarly 
intimate relation which subsists between the operations 
oE Government and the adjustmsut of the transactions 
of India’s external trade. 

141. Summary.— Gold and silver coins have been 
used in this country as currency from* time immemorial, 
though no attempt was ever made to lay down by law a 
ratio between the values oE the two coins. Every king 
Uid prince had his own coins, and a uniform currency in 
such a large country was i'.ot to be expected. The East 
India Company found a multiplicity of coins current at the 
beginning of the nineteenth century and thought it desira¬ 
ble to establish a uniform cuirency system in its dominions. 
Without actually demonetising gold, it tried to give 
prominence to the rupee cunency and ultimately slim 
monometallism became the regular system of the country. 

Gold coins still continued for several years to be 
received at Government treasuries at a fixed ratio of value, 
but this -was found inconvenient and the silver standard 

* Rapoit upoe ibi Opmdou of ths CwraMy D^utsatt diiriag tlis 
jm iSiS-iS. 
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w|i prodaimad in 1853, The GoTernment was asked from 
time to time to adopt the gold standard but it did not see 
its wajr to do so. Silver came to be discarded as standard 
of value by one country after another in Europe, and the 
fall in the gold price of silver caused great embarraaament 
to nations which were on the bimetallic basis. They- 
tried to protect themselves against the influx of the cheap 
white metal and to maintain the legal ratio between gold 
and silver. But the efforts proved ineffectual and had to 
be abandoned. The free coinage of silver was stopped 
and the silver coins, though unlimited legal tender, became 
tokens. 

India was in a similar case. Here there was no 
bimetallism and a parity of the two metals had not to be 
maintained. But the Government of India bad to make 
remittances to England every year in gold and its revenue 
was collected in silver rupees. As the gold price of silver 
steadily declined. Government had to find more rupees to 
meet the demand for home charges. Economy and addi> 
tional taxation. Government believed, had reached their 
limits and they proposed to stop the free coinage of rupees 
in Indian mints and thus to raise its power of purchasing 
gold. The Herschell Committee, appointed to inquire into 
this question, approved the suggestion and in 1893 the 
mints were closed, not without strong opposition from 
the pnbUo. 

Stability of exchange was, however, the main object 
to be secured and on the advice of the Fowler Committee, 
the gold value of the rupee which had steadily gone np in 
the mean while, was fixed at 16d. in 1899. A gold standard 
was thus established and was to be accompanied by a gold 
eurrency in active circulation. This aim was, however, 
soon lost sight of, and Government drifted towards a gold 
exchange standard under which the yellow metal is to be 
made available only for remittance purposes abroad while 
the currency for internal use may consist of ^ver tokens 
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or piper. The policy recommended by the Fowler Com. 
.mittee and accepted by GoTemment was likewise departed 
from in several irapoitant particulars. The gold reserve 
which was intended to be drawn upon in an exchange 
crisis in India was removed to London and invested there 
and the profits on rupee coinage were diverted to railway 
construction. The Chamberlain Commission was appoint* 
ed to inquire into the soundness or otherwise of the 
criticism of the currency and financial policy of Govern¬ 
ment. 

The Commission placed the seal of its approval upon 
the policy which bad been developed and only recom¬ 
mended certain changes with respect to the size of the 
gold reserve and the form in which it should be kept. It 
was satisfied with the gold exchange standard and regard¬ 
ed a gold currency iu active circulation as superfluous. 
The Commission held that rupees and notes were quite 
enough and that the use of gold coins would be wasteful. 
It recommended that the invested portion of the Paper 
Currency Reserve should be increased from 14 crores to 
20 crores of rupees in view of the steady expansion of 
paper circulation and of the economy which might thus be 
effected in the use of metallic money. The limit of this 
uncovered portion of paper currency has been steadily 
extended since currency notes were first issued in 1862, 
till under the stress of the ^r, Government was empower¬ 
ed to invest Rs. 86 crores out of the reserve, the bulk of it 
being invested in British Treasury Bills. 

Like the Gold Standard Reserve, a part of the Paper 
Currency Reserve is located in London and is used for 
purchasing silver and was looked upon as a first line of 
defence in a financial crisis. The Chamberlain Commis* 
sion, while disapproving of the suggestion that the cur¬ 
rency Reserve, haring for its object the redemption of 
tiotes in rupees in India, must be maintained in this 
poqntry, did not endorse the view that it shonid be relied 
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upon for maintenance of exchange. Both theReaenrei 
hare grown with the currency, and the problem of dealing 
with them will have to be discussed and finally decided. 
In the meanwhile, currency notes are becoming more 
popular and the policy of uniTerssIising the notes of de« 
nominationa upto Rs. 100, seems to have largely contribut* 
ed to this result. The recommendations of the Chamber* 
lain Commission were being considered by Government 
when the War broke out and put a stop to all discussion. 
Extraordinary measures had to be taken in the course of 
the struggle, and among these was the power taken by 
Government to increase the invested portion of the Cur. 
rency Reserve, to invest the major portion of it in 
British Treasury Bills and to start n gold mint in Bombay. 
Thus Indian gold granted considerable relief to the 
London money market and Indian investments ran up to 
a hundred and twenty-five crores. 
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142. Mechanism ol Exehanae.—If full payment 
in gold or silver was to be made to foreign countries for 
commodities imported from them and if they were expect, 
ed to make remittances of the precious metals for articles 
exported to them, it would be a troublesome and wasteful 
proceeding. As the paper money of one country will not 
be accepted for payment of debts in another, the precious 
metals will have to pass to and fro between nations to 
settle their indebtedness to one another. But the trouble 
Is avoided and the expense is saved by the mechanism of 
bills of exchange which enable international indebtedness 
to be adjusted very easily. Importers who have to make 
remittances abroad, purchase the orders issued by ex¬ 
porters of commodities to foreign countries to their cus¬ 
tomers and send them to their creditors who realise the 
money from people on whom the bills are drawn and who 
are themselves saved the trouble of making remittances 
to their own creditors. If a balance of indebtedness 
remains after such adjustment has been made, gold or 
silver may be remitted to make up the amount. 

'* International like domestic transactions are set¬ 
tled in terms of money: the machinery for effecting 
payments differs in magnitude, not In principle. A 
merchant A in France, let us say, has imported coffee 
from M in Brasil, while B in France has exported the 
same value of ellks to N in Brasil. Instead of sending 
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money to M, and IT aending it back to B, It le far 
ilmpler for A and B to settle with each other in Paris 
and M and N in Bio de Janerio. B aooordingly writes 
an order, known as a bill of exchange, to N directing 
himtopayM, or, in technical language, B draws on 
B; A buys tbie bill from B and remits (i. e. sends) it 
to M, who presents it to N and gets it oasheA Thus 
no money is exported and only one bill is drawn. In 
’as much as it is not always easy for the M's and N's to 
find each other in Rio de Janerio, and the A’s and B’s 
in Paris, the business of issuing and purchasing such 
bills has become the function of the banker and the 
bill broker.”* 

The reciprocal liabilities of nations, us of indiTiduuls, 
are not equal and the balance may be paid as much by the 
remittance of a bill of exchange as of gold. Bills can be 
transferred by indorsement and are always ayailable in ail 
parts of the world for payment abroad. 

" Owing to the rapid growth of English commerce 
and the etabllity of our standard of value, London has 
become the financial centre of the world and there ie 
no country which has not large and constant dealings 
with London. Ar a consequence it has become the 
custom to draw bills upon London, that is, draw bills 
which are payable in London, all over the world. 
These are accepted if they are good, everywhere, and 
they have become by degrees ^species of international 
currency. And since the bills are so plentiful and 
common it ie always easy for any man who is abroad 
and desires to make a remittance to England to pur- 
ehaee one of these bills from a person whose business 
it is to deal in them, and then to post the bill to thle 
eountiy.’'t 

“ The system by which commercial nations dis¬ 
charge their Indebtedness to one another is called 
"Poreign exobangea” It deals, in fact, with the 
means of transmitting and settling international debts. 

* 5e Ignaa: Fr Oiriplii o( Ecooomkfc 
t ti. T> EvtoQ I. UoDcjri Enbiofi tod Binltisf. 
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At the Bame time, however, it deale with the interna¬ 
tional value of moner, and with the value of a debt 
due In one oountrjr and payable In another." * 

The rate of foreign exchange is the rate at which a 
definite amount of foreign money can be obtained and 
laid down in another country by the payment of the 
money of one’s own country. A merchant who wants to 
msae a remittance to a foreign country, inquires how 
much he will be able to pay to his creditor abroad with a 
definite amount of the currency of bis own country. If 
the rate of exchange between London and New York is 
declared to be 4-866,’it means that an English merchant 
will be able to remit that amount of dollars to America by 
paying one sovereign in London. Similarly if the ex¬ 
change on Paris is 25'225, the same merchant will lay 
down that amount of francs in Paris by paying one 
sovereign to bis banker in England. 

143. Rate ot Bxehanse.—The rate of exchange 
between countries having the standard coin made of the 
«amii metal, will be the relation between the weights of 
the metal of a particular fineness contained in the coins. 
This is the 'mint par of exchange,' and the actual rate will 
be above or below it as a country has to receive more or 
leas from foreign countries than it owes to them. The 
fluctuations in the rate of exchange, are, however, limited 
to the 'gold points,' and of the two methods of remitting 
money abroad vis. sending gold and sending a draft, that 
one will be chosen which is less expensive. If the charge 
of remitting gold is lower than that of posting a bill, the 
former alternative will, of course, be preferred to the 
latter. 

“ Whan the number of people who want to send 
from Sydney to London Is greater than the number of 
those who want to send money from London to 
Sydney, the latter will be In an advantageous position, 
and able to buy drafts on favourable terms, but the 
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amount in Brdnejr that their eovereigne or cheques i«> 
presenting soyereigns in London will fetch cannot rise 
aboye the exact equivalent plus the cost of remitting 
ooin from one centre to the other. When that point is 
reached the exchange is at gold point.” * 

The relative value of the English sovereign and the 
French franc is 25f. 22c. to the sovereign which is the 
mint par of exchange. If the cost of remitting one 
sovereign to Paris is say 7c., it will buy only 25f. 15c. in 
that city. A London merchant will prefer to buy a bill 
and send it rather than remit gold if he can obtain, say 
25f. 18c. in Paris by the former method. This will, how¬ 
ever, depend upon the matual indebtedness of England 
and France which will determine the rate of exchange 
lying between the gold points. 

“It thus becomes evident that the foreign ex¬ 
changes are a mechanism by which international in¬ 
debtedness is settled between one country and another 
and that rates of exchange are the prices at which the 
currencies of the various oountries are expressed re¬ 
latively to one another. When the balance of claims 
between two places does not roughly agree gold has to 
be shipped to settle the difference, unless it can be met 
by what is called arbitrage which consists of dealings 
in bills on other centres. For instance, London may 
not have enough olaims on Paris to set off the claims 
of Paris on it but may be abib to fill the gap with bills 
on Berlin, or some other centre, which Paris may 
happen to wanft 

There can, of course, be no mint par of exchange 
between countries having currencies of different metals, 
but the general prindples of foreign exchange given 
above apply also to the reciprocal relation between those 
ounencies. The fluctuations in the rate of exchange will, 
in these cases, be great, but at any given moment, there 
will be a definite rate at which the currency of one coun- 

* Hutliy Within I Tbs Ktselagot Itav. 
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try based on gold may be conyerted into that of another 
haring a silver or paper basis. The market price of silver, 
and the quantity of the paper money in circulation srill 
determine this rate of exchange. The exchange on India 
before 1898 and on China even at the present day, are 
mstances in point. 

There is one matter which it is necessary to make 
clear in this place, and it relates to the way in which 
foreign exchange is expressed. We may state either how 
much of foreign currency a unit of our national currency 
will buy or how much of our own currency will be needed 
to purchase a unit of foreign currency. These are two 
ways of expressing the same relation, but are likely to 
create confusion in the minds of the uninitiated. Thus in 
London the exchange on New York and Faria is stated to 
be {4'86 and 25f. 20c. respectively, but that on Bombay is 
said to be Is. From this, the Indian end, we may 
say that one rupee will buy Is. 4|d. in London, but on 
the same principle, the exchange on Bombay would be 
expressed by being stated as Rs. 14-15-0, which is the 
amount of the Indian currency that the sovereign will buy 
in this country. But it is the practise ‘to express both 
the exchange on London and that on Bombay in English 
cunency and it will be, say Is. Sfjd. and Is. 4jld.* 

144. Indian Exchange.—Having briefly stated 
the general principles of foreign exchange, we shall now 
proceed to describe the nature and course of exchange 
as it affects India. The question of foreign exchange has 
played a very important part in the development of the 

* pu Mpreuiosu > Iiigh acbange* nd * low nehuge ’ will pnm mltleod- 
bfttOcHtkHiiie in which thcQrKnvMd in pirliculir cmm tickiriy undtr- 
>tood« A nte o( eschwge whl^ U £«rour»bl« from the paint ot fiew of 
pntcn ii imCitounble bom that of oportes. But cfchange It told to be fawenf^ 
tide to t ooQDtry when it it in » potition to receive mere ^ • forciga enmney 
ter ft definite emouit ot iti own; becMue it it in havhif to moke eieeHlve n* 
wttt t nc ei thfoed that the danger cieihautiiigattionifiitockeoCfidldiieb* 
solved. Mfttioaal itocka of geld ere Jnlottily gntrded neon them ieremed the 
vhole n^antmetme oC a natloa'i ijitA at ecedit. 
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tmtney and financial organization of India owing mainly 
to two cauBOi: (1) First, the standard of value, as described 
in the last chapter, has for many years, been in India a 
silver standard. With the steady fall in the value of 
silver, the exchange with countries having a gold standard 
went lower and lower till the fall was arrested by the 
closure of mints in 1893. Exporters of goods from India 
hpnefited by a fall in exchange as they received more 
silver in India for the same quantity of gold obtain¬ 
ed in foreign countries as the price of those goods. But 
importers of commodities from abroad and others who 
had to make remittances to foreign countries, had to pay 
more rupees to get the same quantity of sovereigns in 
London. With the adoption of a gold standard the pro¬ 
blem of exchange became easy and fiuctuntions in the 
rate were limited. 

(2) The second factor in the situation has been the 
obligation on the Government of India to remit a large 
amount of money every year to the Secretary of State for 
meeting the Home Charges. Government was, therefore, 
deeply interested in bringing about a stability of exchange 
so that it might be sure as to the amount of rupees it 
must provide from year to year. Though we now have 
a gold standard in India, it exists for purposes of ex¬ 
change only, and the responsibility rests upon Govern¬ 
ment to maintain the value of the rupee at the fixed rate 
of 16d. to the rupee. The Indian system is not automatic 
and the relation of the rupee with foreign currencies is 
not regulated by tbe course of the prices of silver and 
gold and tbe course of trade. The balance of trade does 
indeed detennine in India, as elsewhere, the fiuctuations 
of exchange between the gold points, but if the ex¬ 
change rises or falls beyond those limits, it is mani¬ 
pulated by Government by the cessation of the sale of 
Council bills in London or by the o&r of drafts on 
London, as we shall presently show. 

A 
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The financial transactions of the GoTemment of 
India in this country and in London, have thus exercised 
a powerful influence upon the development of the system 
of exchange in this country. (3) But there is a third factor 
in the situation, viz. the needs of the import and export 
trade of the country. The great Exchange Banks, no 
doubt, finance, tlie export and import trade of the 
country, but the Secretary of State for India sells drafts 
on the Indian Government to place himself in funds in 
London and also for the convenience of importers of In* 
dian goods into England. The latter want rupees for the 
payment of the price of Indian exports to be laid down 
in this country, and they can get the rupees either by 
purchasing the drafts sold by the Secretary of State for 
India or by shipping sovereigns to this country and 
receiving rupees and currency notes in exchange for them. 
The less expensive of the two methods is, of course, pre¬ 
ferred by merchants and bankers. 

The Secretary of State has often to sell Council drafts 
beyond his immediute needs for the convenience, of trade, 
and he places himself iu funds for the purchase of 
silver out of which rupees are coined here. Exchange 
on India will rise when there is a great demand for 
remittance to pay for Indian exports in the busy season 
and will fall in the slack season when exports are reduced 
and there are very small' payments to be made to India. 
So long as the mints were open, people had the right 
to take silver bullion to them and to have it coined into 
rupees. This import of silver into India competed with 
the sale of the Secretary of State’s bills in London. But 
when the mints were closed and the relation between the 
rupee and the sovereign was fixed by law. Government got 
a monopoly of the supply of Indian currency, and foreign 
merchants could obtain that currency here either through 
the purchase of Council drafts or the shipment of 
sovereigns. It is only when the exports from India fall 
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off owins to Ktrdty that the method of Council bilU 
Jlhila, and the Government of India has to sell reverse bills, 
’and the Secretary of State meets his requirement by 
drawing upon his reserves, by borrowing or in other 

waya. 

145> Development of the System.>-The question 
of devising a convenient method of remitting funds to 
England has been often discussed since the beginning of 
the iast century. 

’ " The manner in which euoh remittances could be 

defrayed with the greatest advantage engaged the at¬ 
tention of the Court of Dlreotoie as long ago as 1813, 
when they explained to the Government of India that 
this might be effected either by advance to the public 
service which would be repaid by the British Govern¬ 
ment in England, or by remittances through private 
merchants who would pay money in England in return 
for bills on the Indian Government, or would receive 
advances in India from the Government, to be employ¬ 
ed in the purchase of goods consigned to the United 
Kingdom; if these methods failed to give sufficient re¬ 
mittances, bullion might oooasionally be oonsigned to 
the Court of Directors.” t 

. All these different methods have been followed 
fimltaneously or separately as was found necessary and 
cmvenient, and the Government of India have also remit¬ 
ted funds to England by buying bills in Calcutta. The 
meifiod of selling bills of exchange on the Indian Govern- 
merd was found to be the best, and since 1862, reliance 
has been mainly placed upon it for drawing funds to 
Londbn. 

'iJSales of the Secretary‘of State's Bills were at 
first triads ( 1862 ) monthly, and at a fixed rate of ex- 
ohangm By a series of changes, fortnightly and then 
weekly'' sales were substituted for monthly ones; 
allotments to the highest bidder took tbe place of 
sales at a fixed price; tenders were invited (1876 ) 
for telegraphic transfers as well as for bills on India; 

. reductions wpre made in the minimum fraction of a 
'tenny per rupee in the price at which tenders would 
he ^oeived ; arid applioatlons were invited and receiv¬ 
ed foi hills and telegraphic transfers on dates inter- 
me diate be tween the regular fortnightly or weekly 

^ Report of thipFovW Coaunlttaa: Indaz •nil ArnimHIwB ntgl 24 b 
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■ales. Bills and transfers so sold are described as 
" Intermediates ” or “speolale."* 

“The method of transferring funds from the 
tressuTY of the Oovemment of India to that of the 
Seoretary of State on a large sotle bjr the sale of 
Counoil drafts is rendered possible by the fact that 
India has ordinarily a very large trade balance in her 
favour. Except in years of very deficient crops ard 
unfavourable trade, this balance is so large as to be 
only partly met by the remittances which banks and 
ccmmercial houses are enabled to make to India by 
purchasing the Secretary of State's drafts; consider* 
ablwportion of the world’s debt to India remains to be 
discharged by other means. Before the closing of the 
Indian mints to the free coinage of silver in 1893, this 
supplemental remittance was effected by shipments of 
silver to India to be coined into rupees; since the 
closing of the mints it has taken the form of ship¬ 
ments of sovereigns which are received at the Indian 
mints and treasuries in exchanges for rupees at the 
rate of 15 rupees to 1 1."* 

I46> India's Balance of Trade.— The balance of 
trade is said to be favourable to q country when its 
exports to foreign countries exceed its imports from 
diem. But this is a misleading phrase and the so-called 
favourable balance may mean the drain of a nation’s 
wealth, while an excess o( imports over exports may be 
Indicative of growing prosperity. Great Britain imports 
more than she exports but this excess does not represent 
her indebtendeness to foreign countries, but rather the 
payments made to her by them for services rendered. 
The exports of India, which are not paid for by imports, 
represent the payment this country bas to make to the 
Secretary of State for ‘home charges,’ the profits of British 
firms and remittances of Europeans resident here. The 
true balance of indebtedness is found on a careful syn- 

* Saport of tht ClumMals ConnWoB; Appadlm, p^c, ut. 
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thens of various visible and invisible items of export 
and import, and customs, statistics leave a big gap wbicb 
a close scrutiny must fill up. The two sides of the 


account will stand thus;— 

( 0 ) Import! of m«Tchandi!3. 

(^} M m nnd silm. 

(i) H M securi.ies. 

(^) Remittancsj to ]jrivaie 
iodivi iwita BUbh ub travel* 
leri &c. 

(/) Impoit of rapital for h* 
vest. ent 

(f) Services rendc ed to India 
by Govsraisbni ofTic als, 
banks, shipping; cjitipanies 
&c. 


) « rtsof DerehMcl{«to 

pay for imports of nerebui* 
di*e and of predoui me* 
tals and leetirtiiei 
(j) Export! of roerchtadtil to 
pay H mt Cburgei. 

(r) Export! of mercbandiie in 
lieu of proHu, commiskion, 
interest &e. peyaHe abm'l. 
(dj I^iport! of merch^ndl-e to 
pay for investment of capi¬ 
ta' in India. 

(t) Remittance! to individoeh, 
for support of familtu &6. 


As the expoits of India are normally in excess of 
imports, the account sheet may he more conveniently 
presented thus.— 

(tf) Exports of merebandiFe. ( 0 ) Imports of mercbandiie. 

' (^} *' ’’ predouB mctali. 

[ (0 " " lervice! in variooi 

[forms rendered by Government aervanti, 
jmerchanis, capitaliiti, manufacturers &e. 

Th? Secretaty of State’s drawings hy means of 
Council bills and telegraphic transfers are represented as 
imports. From the point of view of exporters of mer¬ 
chandise this is true Itecause they receive payment from 
Government tieasuries But from the point of view of 
the nation, as a whole, CouncH drafts mean a withdrawal 
of wealth from India. If the drawings are, therefore, 
shown on the credit side, an equal amount must be 
shown on the debit side also. In the statistical tables 
presented in Government reports, Council bills are in¬ 
variably shown as imports of funds, but there is no 
corresponding entry on the other side showing an equal 
remittance from the Government of India to the India 
Office. Government transactions also are excluded from 
the statistics in connection with the balance of trade 
and this causes some confusion.* 


*See Appeodix Itotbe CuirencyOepiitment Report (or l9]3-]4,irhert 
tbe «Hok queiUoa of the bplaoee of McooQti U de»h vUh In 4eteU. 
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As ve shall presently show, the ‘favourable’ or 
‘ unfavourable ’ balance of trade in any particular year 
must not be taken as a decisive indication of the pos'tion 
of the country with respect to its financial or economic 
prosperity or decay. For instance, the favourable balance 
or excess of exports in a given year, may mean the 
export of capital lent to foreign countries. In the case 
of India, however, an excess of exports or a ‘favourable ’ 
trade balance, is a permanent feature of the economic 
condition of the country, and it has ifiven rise to a pro¬ 
longed controversy. The excess has been spoken of as a 
‘ drain ’ of India's wealth and as an important cause of 
India’s poverty. The drain has, tnerefore, been repre¬ 
sented by Indian politicians and economists tis a ‘ tribute ’ 
paid by India and its reduction has been recommended as 
a remedy for the improvemeut of the material and moral 
condition of the people of this country. 

On the other side a strong protest is made against 
the representation and the excess of exports in shown to 
be the price of the benefits India receives from Br.tish 
rule and from the use of cheap capital and its description 
as a ‘drain* or ‘tribute’ is resented ns an unwarrunted 
exaggeration. As we have shown in the two balance 
sheets presented above, the excess ^ exports can be 
easily and technically accounted for. It is not, hon ever, 
a question of mere accounting and we have to go deeper 
into it. If India imports capital and experts and utilises 
the services of soldiers, administrators, merchants, ship¬ 
pers, educationiats and others, she must pay for those 
services as other nations do under similiar conditions. 
But the Question is, whether India cannot and should 
not engage her own men for the above purposes, and to 
that extent, reduce the payments which have to be an¬ 
nually made abroad. To reduce the c’oarges India has to 
pay abroad by enabling the Indian people as far as pos¬ 
sible to do what outsiders are doing for them to-day, is 
the direction the policy of the state has to follow and 
the Government of India is being constantly urged to 
adopt that policy.f 

t See tbe worka ct R. C. Datt and Dedabliei NeTrojl’i * Poreity of Indio' $ 
ead the Asthn'i Gokhole end Keonomic RebRni’*i pegei 4i-4d. 
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The following table will ihow the chief 'Tiiibli' itemt 
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in India's balance sheet 
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The lame balance of trade is exhibited in a clearer 
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147. fidfuBtineiit of Trado Balance.— The above 
two tablet will give a lufficiently clear idea of the way in 
which the national debtt and credits are balanced. D^ng 
the five yean preceeding the outbreak of the War, the 
etoesa of exports over imports of private merchandise was, 
on an average, Rs. 78*27 lakhs. This amount was due to 
India in payment for her exports, and it was paid partly 
by exports of gold and silver to this country and the 
bolance was diverted by the Secretary of State for India 
by meant of the tale of Council bills. The proceeds of 
these tales were used to meet the ‘ home charges,’ to buy 
silver for the coinage of rupees in India, for the repay¬ 
ment of debt and for capital expenditure. 

" The annual exports from India are generally in 
exoess of her Imports, and an adjustment of the value 
of the net exports Is effected partly by remittances 
through Gh)vemment, partly by actual shipment of 
coin and bullion and partly in other ways. The remit¬ 
tances through Government are effected by means of 
the Council bills and the telegraphic transfers sold by 
the Secretary of State, which are promises by Qovem- 
ment to pay on demand, at the treasuries in Calcutta, 
Madras and Bombay, the amounts specified In the 
bills. The bills thus serve the double purpose of plac¬ 
ing the Secretary of State In funds to meet his outgo¬ 
ings in London, and of enabling trade to make a remit* 
tance of funds in the opposite .direction from London 
to India.”* 

It most be borne in mind that the balance of trade 
is never settled within any period of twelve months like 
that of the official year, which is made the basis of our 
calculations, but if longer periods are taken, the adjust¬ 
ment is seen to have taken place. In the case of India, 
besides the 30 crores that are annually remitted to Eng¬ 
land on acconnt of 'home charges', a large amount, various¬ 
ly calculated, goes out of the country in payment of profits 

* Rsport of tbs Ciunuy Otpntotnt for |9iS-(4. 
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of eompanlei and earqings of individuals. Taking the 
British capital invested in this country t in n variety of 

industrial and commercial enterprises at Rs. 7S0 crores, 
we may safaly assume that the interest and profit on this 
amount cannot annually be less than Rs. 40 crores. If 
the excess of exports over imports is not equivalent to 
those 40 crores plus the 30 crores of the home charges as 
one would expect, it must be assumed that a part of the 
above interest and profit is spent in the country and 
remains to be invested in the expansion of the trade and 
industry of India. 

The excess of exports over imports in 1916-17 was 
the highest on record. India found herself in that year 
a creditor to ether countries roughly to the extent of 
90 crores of rupees. And the way in which this trade 
balance was adjusted, throws a flood of light upon the 
nature of India's balance of accounts. Mr. Ck)ok’s report 
upon the operations of the Currency Department in this 
connection is extremely instructive, and it supplies infor¬ 
mation which is not ordinarily available. Of the 90 crores 
due to India in 1916-17, 59 crores were remitted through 
Government by means of Council bills (,47 crores), money 
orders and postal orders (3*3 crores, net), telegraphic 
transfers etc. (4*5 crores) and in other ways. The 
balance of 31 crores was set ofifby a remittance of funds 
from India in a variety of ways such as under 

R«Titte&ee tpr iDTOtment ibroftd e. in wir lami tu. ... £ 5 adll. 
Remittaaee of vsluei o£ ibarei of Indian eompaniei io!d 
oning to high profits reoltied ... •» ••• R iM miil* 

Remittanee of profits of British companies operaUag 
in India (obont) »* .** ••• £ ^ 

Remittance of profits by railway cofflpiniss ... •>* £ iH mUL 

Printa remlttancM tor Indiiddanlii Hot initaneSi partners 
residing In England ... ... •« £ * 

148. eoancll Bills.— The Secretary of State for 
India can conveniently draw funds from this country by 


* Sm B F. Bmrudj IsiU.MidtIi.GoU Studud, ;.g. 9S. 
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tailing hit dnfti, and exchange banki buy thoie drafti to 
procure money in India from the public treaiuiiet to 
finance exporti. With funds thui obtained, these banks 
purchase bills of exchange drawn on foreign importers of 
Indian produce and recover their money in England, 
which is once more used to buy Council draits. The rate 
for the telegraphic transfers ie, of course, a little higher 
than that for bills and the advantage of the I. T. is that 
money is immediately available to buyers in India. The 
rate of exchange depends upon the demand for Council 
drafts which is regulated by the coarse of Indian exports. 
If these last are heavy, the exchange rises, though it 
must be bebw the gold point. But when, owing to 
famine or other causes, Indian exports fall off, there 
is no demand for Councils, and there is a demand tor 
remittance in the opposite direction. Importers of foreign 
goods into India, cannot obtain bills on London and as 
the Indian currency consists mainly of silver. Government 
is called upon to supply gold for remittance purposes as 
they have to discharge the obligation of supporting 
exchange. Government, therefore, selb drafts on London 
or ‘ reverse Conndls', as they are called, and the Secretary 
of State meets them from the funds that are at his 
disposal. 

Experience gained in 1908r09 an^ in the years of 
the War, showed how an adverse balance of trade oonld 
be met by the release of gold in India and more particular* 
ly by the sale of sterling drafts. In the course of the years 
1916-17 and 1917*18, the balances of the Government of 
India were so depleted by the expenditure they incurred 
in this country on behalf of His Majesty's Government 
that the Secretary of State had to restrict his sale of 
Council bills. Funds could not then be brought out to 
India and gold from the currency reserve had to be n* 
leased to meet the demand for currency which was not 
satisfied with the extraordinarily large issues of n^aei 
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tnd notes vUoh bad been made. The history of the 
exchange transactions of 1908-09 and of the years of 
War is very instmctive. 

Towards the close of 1907 owing to a financial crisis 
InAmaricaand a failure of rains in this country, tbe 
money market became tight and the Secretary of State 
could find no buyers for his Council drafts except at 
abnormally low rates of interest. On the 6th November, 
tenders dropped to Is. 3 d. and the exchange steadily 
went down to Is. 3 d. These quotations were below the 
point at which it becomes profitable to export sovereigns 
from India. Government hesitated as to the course of 
action to be taken and at first released small quantities of 
gold in exchange for rupees, but as the stock of gold was 
limited they bad to sell sterling drafts to the extent of £ 8 
millions till the crisis was over and exchange again be¬ 
came normal. A similar procedure bad to be followed in 
1914-15 and in 1915-16 when also reverse councils were 
sold in India for many weeks. The following figures will 
be found instructive 

5sta ol MBs sea tnmiics. 
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fain 6v Oovemunt of India. 
i9o(-M £ S,oSS,coo Bill* it 11 .3>| d. tbt npM. 
i9e9-io ... £ liimo „ „ „ 

rBiUitti 1 .1]fd. 

i$l4-iS ... £ l,7o7,ooo „ ud Tiuilen. J Tnufen rt 11 .!].{ d 

{udll.9|}d. 

l9iS-l6 ... £ 4,893,000 dotemd Tnulenat 11 .d. 

The way in which remittances were made to the 
Secretary of State in 1916-17, throws an interesting light 
upon the system of exchange and financial operations of 
the Government of India. That Government had to spend 
large sums in this country on behalf of His Majesty's 
Government who repaid those amounts to the Secretary of 
State. This was tantamount to the drawing of funds by 
the letter by means of Council drafts- But the difficulty 
was that the demands of trade threatened to remain un> 
satisfied and gold could not be shipped to India as might 
ordinarily have been done. Council drafts beyond the 
budget calculations had, therefore, to be sold and met in 
this country from increased supplies of rupees. It was 
estimated at the beginning of the year that out of the 
£ 22i million required by the Secretary of State, £ 18*6 
million would be paid in London by His Majesty's Govern¬ 
ment and Council bills would be drawn upon the Indian 
Government to the extent of £ million. The recover¬ 
able war expenditure, however, rose to £ 38^ million and 
an acute trade demand was met in London by the sale of 
Council bills to the extent of £ 33 million I The total 
amount thus transfened to London went up to £ 711 
million. The two-fold strain of increasing war outlay in 
India, coinciding with a strong trade demand for remit¬ 
tance to India, was met in three ways: (1) Large Imperial 
and Provincial surpluses enabled Government to supply 
£33 million from treasury balances; (2) The equivilrat 
of £ 191 million new rupee currency was made possible 
by the purchase of diver in England; and <3) £ IJiniSion 



ItEuinAiroB LUBiuniB. 297 

were withdrawn from the Currency Reserve and were 
invested in England. 

Of the £ ?li million thus received by him, the Secre¬ 
tary of Smte whs to use £ 21-7 million for his ordiimry 
expenditure, £ 16-2 million were spent on the pu clmso 
of silver and £ 19 million were invested in the Paper 
Currency Reserve. £ 4-3 million, muiiily the profit on 
rupee coinage, was invested on belulf of the Gold Stand¬ 
ard Reserve and the balance left, was devoted to the 
discharge of debt. These operations may bo exhibited in 
tabular form thus 


Oovenimnl of India, 


Seer^ary of Stati for India, 

Million £. 

MilPon £. 

Treafory Dalaacu 

33 

Ordinary Home Chargee... 2i‘7 

R- pee Coin4ge. 

l9k 

PtirchaBo o( Sliver ... i6 i 

Paper Curren-y Reaerve... 

l9 

Invettment in Paper Cor- 
rency Rerers'c... ... 

Total ... 

. 7ii 

laveetmcn: in Gold Stand¬ 
ard RcKTTe . 4‘3 

Repayment of Debt ... io-3 

Total ... 


149. Remittance Liabilities.— The Government 
of India was hard to put it to devise means to supply 
money in this country to defray war expenditure on 
behalt of His Majesty's Government and to meet the 
Councils sold by the Secretary of State for the conveni¬ 
ence of trade. These liabilities of the Indian Government 
reached £ 111 millions in 1917-18, and of this amount 
£ 66 million represented outlay on behalf of the Imperial 
Government. The huge demand was mot by provision 
of money out of the proceeds of the war loan and of 
treasury bills, out of surplus revenue and fresh coinage of 
silver and by investment of part of paper currency reserve 
in London. 

The liabiUties were estimated to amount to £ 78 
fflUlion. In the year 1918-19, without taking into account 
the Secretary of State's drawings which must oinount to 
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a large aum. OE tbia, ao less thaa fi 70| million represent* 
ed the Gorernment of India’s recoverable war expenditure 
for His Majesty’s Government. This demand would be 
met from a variety of sources like those indicated above. 

Wnile on the one side the Government in this country 
experiences great difficulty in providing funds for defray* 
ing war expenditure on behalf of the Imperial Govern* 
nient, on the other side, the Secretary of State’s treasury 
is deeded with money recovered from His Majesty’s 
Government and obtained from the sale of council drafts. 
Out of the funds thus coming into his hands, the Secretary 
of State makes investments on behalf of the Paper Cur* 
rency Reserve and pays a port in lieu of India’s war 
contribution of £ 100 million. A special reserve of £ 20 
million is like-wise going to be set apart, to be drawn 
upon for capital outlay in the future. 

The effect of the Urge remittances to England has 
been the transference of Indian funds on a large scale to 
thatcountry. Such transference took place regularly before 
the war. But the expansion of our paper currency and 
the growth of the gold standard reserve fund have 
facilitated the remittance of funds to England and their 
investment there on an unprecedented scale. The total 
amount of the investment of Indian funds in England 
has already gone up to Rs. 150 crores. India has thus 
materially assisted tbs Imperial Government by lending 
its funds and by relieving its liabilities in connection with 
war expenditure in this country.* 

ISO. R^nlation ol eonndl prawlngs,— Usually 
the Secretary of State sells a larger amount of council 
drafts than are necessary to yield him the fundi that are 
required to meet the 'home charges.’ He drawsupto the 
utmost Emit of the cash balances in this country and also 
from the Paper Currency and Gold Standard Rewnres. 

• SMiOrWUllMiMtrii’iirMEbbistradadq FiuicU SMeowt 
fir iM-t% 
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It is contended that requirement* of trade have jot to be 
met and the demand for Council draft* must be satisfied 
to the full limiti If this is not done and the sale of Coun* 
cil bills was restricted to the amount of home charges; 
sovereigos would have to bo imported into India only 
to be shipped back for the purchase of silver. The Sec- 
retary of State; therefore; sold freely and accumulated 
large amounts of Indian gold in London. These funds 
were partly invested in securities or lent for short periods 
to banks and were partly used for repayment of debt. 

This policy of drawing away Indian gold beyond the 
requirements of the home charges, was strongly criticised 
in the press here and in England and " an Indian cor¬ 
respondent " wrote in the London Times in November; 
1912 as follows:— 

“ It means that many millions sterling of Indian 
money have been improperly withdrawn from India. 
They represent sums extracted fiom the taxpayer in 
excess of the requirements of the State ; capital with¬ 
drawn from India for use in London and there used, 
,not in pursuit of Indian interests but for the conveni¬ 
ence of joint stock banks trading om i.sadequate gold 
reserves....There is therefore no justification for the 
sale of a single bill by the Secretary of State beyond 
the actual amount which he needs to discharge hts 
obligations in London., But these excessive sales of 
bills are a convenience to the exchange banks which 
have to remit funds to India, and it is often cheaper 
for them to buy bills than move bullion. They also 
afford a means of obstructing the nitural flow of gold 
to India, and in this way allay tha terrors of those 
joint stock banks who realise the inadequacy of the 
Loudon gold reserves and are not averse to protecting 
them at the expense of the India tax-payer.” 

The India OfEce met these charges by pleading certain 
exceptional circumstances as the cause of the accumula- 
turn of large balances in London and by defending its 
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tyrtem of the sale of bills on the ground of convenience 
and economy. The Chamberlain Commission held that 
though " the India Office perhaps sold Council Drafts un* 
necessarily at very lo«r rates on occasions when the 
London balance was in no need of replenishment," it 
could not recommend any restriction of “ the absolute 
discretion of the Secretary of State as to the amounts of 
drafts soli or the rate at which they are sold, provided 
that it'is within the gold points.” The Commission, how¬ 
ever, distinctly stated that general public interests ought 
not to be subordinated to the demands of trade. 

It is necessary to point out here that India’s monies, 
its revenues, reserves and treasury balances, which are 
located partly in this country nnd partly in London, con¬ 
stitute one national fund, and two distinct accounts viz, 
the revenue account and the capital account are kept, the 
first dealing with the current income and ezpenditnro of 
Government and the second with capital transactions. 
The opening balance which ths Secretary of State and 
the Government of India must have at the beginning of 
the year is estimated at 6 crores of rupees in London and 
18 crores in India. All monies, from whatever source 
they come, go into these balances, and payments are 
made out of them. An estimate is farmed early in the 
year as to the position of the balances, the amount that 
must bo borrowed here and in London for financing the 
public works programme and the repavment of temporary 
and permanent debt and the funds that the Secretary of 
State may draw from India by the sale of Council drafts. 
This estimate is rarely adhered to and the ways and means 
programme Is modified in the course of the year, larger 
sums being drawn from India than those estimated. Thus 
during the five years 1901-03 to 190S.05, about 50 crores 
of rupees were drawn in excess of the budget provision, 
and 53 crores was the excess daring the four years 1909- 
10 to 1913.13. (There was a deficit of about 10 crores 
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in 1907 08 and 1908-09 owing to failure of the monioon 
and a monetary crisis in America.) 

ISl. Rate of eoondl Drafta.— The actual distri* 
bution of Co mcil drawlnj^s over the twelve months' of 
the 'year, is regulated as follows.— 

“The Indian year, as is well known, is divided 
broadly into two seasons; the busy season, extending 
roughly from the 1st October to the end of Match, 
and the dull season, extending from about the begin¬ 
ning of April to about the end of September. Thus 
the financial year begins with the dull season, during 
which the demand for the Secretary of State’s bills 
as a means of remittance of funds by the public from 
London to India is less strong than during the autumn 
and winter.”* 

Council drafts can, of course, be sold on advantage¬ 
ous terms during the busy season, but monsoon conditions 
end the course of export trade, can not be anticipated, 
and the Secretary of State sells his drafts in both the 
seasons, as he wants funds to meet various obligations 
during the first as well as the second half of the financial 
year. The gold value of the rupee has been fixed by 
law end as the Secretary of State for India has bills of 
exchange worth crores to offer annually to draw funds 
to London, he is in a position to fix the rate of the Indian 
exchange, of course, within* the obvious limits. The pro¬ 
ceeds of the council bills sold are devoted to (1) current 
outgoings, (2) transfer to Currency and Gold Standard 
•Reserves, if bills have been met in India out of these 
reserves, (31 repayment of debt, temporary and permo. 
nent, and (4) avoidances of debt. 

We are not directly concerned here with Government 
balances and borrowing operations. It will be sufiSejent to 
remark that for the capital programme of each year, loans 
ar^ floated in London and in India, and the larger the 

t Cbuiii:bia Comn!ii!o«'i Report, Appoidb VII. 
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amonnt the Seaetsry of State can draw, the imaller will 
be hii boRowings in the London market. How the draw¬ 
ings by means of Conncil drafts are distributed over 


the year in a normal year and may be disturbed in an 
abnormal year when ‘rererse counciU' have to be sold in 
India, will be clear from the following tables:— 


April 

May 

June 

July 

August 

September 

October 

November 

December 

January 

February 

March 


1912-13 

In lakhs of rupees 

1913-14 1916-17 

2,72 

3,92 

1,80 

2,83 

83 

2,95 

2,09 

1,50 

1,39 

2,82 

1,31 

120 

2,01 

1,70 

1,54 

2,22 

4,09 

1,49 

3,53 

6,12 

4,14 

3,20 

4,11 

10,59 

4,81 

5.90 

8>45 

5,37 

6,80 

5,94 

4,41 

2,49 

4,91 

4,67 

3,41 

4,88 

38,50 

46,60 

49,04 


Month. • 

Sterling transfers 
on London (in 
thousands of 
pounds.) 

Counoil bills and 
telegraphic trans¬ 
fers (in lakhs of 
rupees.) 

April . 


1,53 

May . 


1,03 

June . 

651 

17 

July . 

3,377 

8 

August . 

815 

33 

Se^mber. 

50 

2,17 

October . 


2,25 

November. 


2,02 

December. 


3,28 

January . 


5,26 

February . 


6,02 

March . 

— ... 

6,33 

Total... 

4,893 

30,37 
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The financial year 1915-16 opened with a weak 
exchange and small quantities of bills were sold in the 
first two months. In the next three months the sale 
practically ceased and sterling transfers had to be sold 
on London. In April, tenders bad been accepted by the 
Secretary of State at Is. 3}Sd. for bills and the rate in May 
doctuated between Is. St-Jd. and Is. 43 ’id. The exchange 
steadily rose to Is. 3,^. towards the close of August 
and to Is. 4id. in December. Sterling drafts were sold 
by the Government of India at Is. jSjd. per rupee. In 
the year 1916-17 the exchange ruled high. As we have 
already explained, the Government of India had to spend 
a very large amount for His Majesty’s Government who 
repaid the amount in London to the Secretary of State. 
It was difiSculti with the depleted treasury balances in 
India, to meet Council drafts for which demand was 
exceptionally heavy. As a result, exchange went up, 
those desiring to make remittances to this country 
having to pay more pence than usual while a rupee 
paid down In India could buy a larger amount of pence in 
London. 

ISa. Government and Bxehange.—We have 

shown above how exchange between two countries is 
expressed and indicated what part the India Office plays 
in regnlating the Indian exchange. The rate of foreign 
exchange is ordinarily the relation the standard coin of 
a country bears towards that of others. In countries 
where gold is adopted as the measure of value for ex¬ 
change with other countries and the internal demand for 
currency is met by silver tokens or paper, the relation 
of the national ounency with gold is fixed by Govern¬ 
ment The experiment of such a system of a gold ex¬ 
change standard having proved successful in India, it has 
been adopted in Mexico, Fbilipines and Porto Rico. 

Under the ordinary system of exchange the rate 
luotoates between the 'gold points' and is fbgnkted by 
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the relation between the demand for and supply of bills 
of exchange or the import and export of commodities. 
The whole business is managed by banking houses and 
the Government has little to do with it. in countries 
where the gold exchange standard prevails, it is other¬ 
wise. ' There the Government is bound to maintain the 
artificial rate of exchange it has fixed between gold and 
the token currency. 

"The essential prinolple upon whioh the exchange 
standard has been established is that the value of 
money is governed by the law of supply and demand. 
Solong as supply was indefinite and excessive, as under 
the system of the free ooiuage of silver, there wae no 
way of preventing safely and effectively the decline - 
in the gold value of the coins to the bullion value of 
their silver oontents. The moment, however, that 
Government undertook to limit the supply of coins 
to the demand for them, it took an Important step to 
separate their value from that of their bullion con¬ 
tents and to give them a value based on a demand 
for them ae money eigne required for carrying on 
exohangee.”* 

The Government undertakes, under this scheme, to 
supply currency at both ends and thus to maintain the 
parity of gold and the tokens. It maintains excliange- 
funds inside and outside the country and sells drafts both 
Ways ai necessity requires. The foreign importer of 
Indians goods will prefer council drafts to gold r mit- 
tancea because the former are cheap. The Indian ex¬ 
porter is able to negotiate his bill at a trifle less than 
the fixed rate of exchange and the Indian importer of 
foreign goods buys the sterling drafts by paying a little 
more than that rate. As normally India has a favourable 
balance of trade, little difficulty is experienced in main¬ 
taining the legal rate of exchange. 


»C.A,yUUI{Si 8MfiaplatloDS7iadB*akiag. 
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153. Abaormal Rise In Exchange.— The ez- 

ehange standard is, however, threatened when Govemment 
is not in a position to maintain the artificial value of token 
coins in times of trade depression or financial difficulties. 
The difficulties experienced by the Indian Government in 
1907*08 and on the outbreak of the War, have been 
already described.* Danger may assail the exchange 
system at either end. On account of a large excess of In* 
dian exports over imports, the demand for the Indian 
currency rises, the exchange rate goes up and, owing to 
monetary stringency, sufficient quantities of council 
drafts cannot be sold. Or, owing to a dimunition in ex¬ 
ports, importers do not get an adequate quantity of sterl¬ 
ing drafts and exchange falls, the rupee being able to 
purchase a smaller number of pence. 

In the second case, rupees seek gold but do not get it 
at a reasonable price and Government, which is bound to 
maintain, the legal rate of exchange, sells drafts on Lon¬ 
don for. rupees ^ered to it. The first case is not com¬ 
paratively so inconvenient as under it Government has 
only to coin fresh rupees or issue currency notes. But 
there is another contingency which was'little contemplat¬ 
ed in the discussions of the Indian currency system which 
were carried on for two generations. The problem to be 
faced was all along the continuous fall in the price of 
silver and the consequent continuous decline in the gold 
value of the rupee. But few dreamt that a time would 
come when the value of the silver contents of the token 
rupee would go above the face or legal value. 

But the unexpected did at last happen. In 1916-17, 
there was an abnormally large balance of trade in favour 
of India, the sellers of exchange greatly outnumbered the 
buyers, and as there was little import of gold to fill up 
the gap, the former had to accept any price that was 

* Sm 
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offend for their bills. In January 1917, the exchange 
roH to heights that bad never been reached since the 
sterling value of the rupee was fixed. An attempt was 
made by the exchange banks to arrive at an agreement 
not to sell telegraphic transfers on London above Is. 4/|d.| 
but it failed and exchange transactions are nported to 
have been put through at as high a rate as la. 6^ 

' The soaring excliange was brought down to Is. 4,Vd. 
by the intervention of the Secretary of State who in. 
duced the London offices of the Exchange Banka to fix 
their Indian branches to a rate of Is. 4jVd. ^or T. T.s on 
London. Whatever resources were available in India, had 
to be first devoted to the financing of exports of Imperial 
importance in view of the prosecution of the war. The 
Exchange Banks promised to give prominence to such 
exports and loyally carried out their undertaking. The 
refusal of the Banks to buy bills without full cover* 
caused great inconvenience to export merchants but the 
need of financing exports of urgent national importance 
was paramount and other interests were subordinate. 

In the crisiBOf 1907 when our currency system wu 
subjected to a severe trial, the country sidEered from a 
low exchange, and sterling drafts on London were sold 
as had to be done again in 1915. But now the 
exchange soared high and the‘large quantities of rupees 
and notes supplied in 1917 were not adequate to the de¬ 
mand. In the one case it was plethora of Indian currency 
and in the other, insufficiency of it, which upset the ex¬ 
change organisation. We have shown on a previous 
page how heavy has been the outlay of money which the 
Government of India bos bad to undertake on behalf of 
the Imperial Government The Indian Government did 

, * Tie iMitlty tbn eitUm JnSs —Id bt piirrhiiel twB thes otcanw. 
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it! bmt» in the face of theie reqnlrenients, to provide an 
adequate Bupplp of currency. The active circulation of 
eunency notes advanced from 51 to 82 crores in the four 
yean of the period. The net iuuea of rupees in 1916>17 
amounted to 35 crores and in 1917-18, to more than 24 
crores (in addition to 8 crores of sovereigns). 

IM. Dear Sliver and Bzehange.— To add to 
these difficulties, the price of silver went up to an unex> 
pected height. It was nearly doubled.f The white 
metal which was so long neglected and contemptuously 
treated had its revenge. Silver was in demand every* 
where for currency purposes. Each nation conserved its 
gold and multiplied paper currency. The daily expendi¬ 
ture of millioiu for the conduct of the war caused a tre¬ 
mendous expansion of currency and silver had its turn. 
The metallic value of the rupee now exceeded its nominal 
value and the Government had to issue ordinances against 
the melting of the coins and the export of silver. It also 
controlled and acquired the imports of silver and gold. 
The Secretary of State reduced the amount of the Council 
drafts to 80 and to 60 lakhs per wqek in view of the 
monetary stringency in India. 

The advance in the price of silver necessitated altera¬ 
tion in the rate at which the Secretary of State used 
to sell rupees, vis., the Indian exchange. Owing to the 
high* price of silver, the rupee was no longer a token: 
its intrinsic value was higher than its face value. Instead 
of yielding a profit, the issue of rupees caused a loss, if 
the Councils were sold at the old fixed rate. The question 
here arose, whether Government was not expected, under 
its exchange standard system, to maintain the rupee at the 
I6d, level and to make up the loss by drawing upon the 
Gold Reserve. The fund built up out of the profits of rupee 
coinage and expressly set aside for the maintenance of 

* Sttnr price! vhlch edod et u »mp ot 17i. for oaM la April ISif, 
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ezcbange, it was contended, was the sonrce from which 
the loss should be made good. 

The Finance Member met this contention with the 
plea that the Gold Reserve was never intended to serve 
the purpose for which it was proposed it should be used, 
that charging the loss caused by the high price of silver 
to that Reserve would entail indefinite responsibilities and 
liabilities and that whatever burden exporters bad to bear 
was counterbalanced by the advanced prices of Indian 
produce. He defended the Secretary of State's action in 
enhancing the rate of exchange to 17d. on the ground that 
he could not sell his drafts at a price which meant a loss 
of about one penny for every rupee that was supplied.* It 
was a step most reluctantly taken but, all things con* 
tfdered, it was inevitable and perfectly reasonable. 

The disturbance caused by the titanic struggle, to 
trade and industries, has affected the exchanges all the 
world over. The normal balance of trade in the case of 
some of the belligerent countries has been violently up* 
set and England has been able to maintain its exchange 
with the United Stptes of America only by means of large 
bOROwings in that country. Compared to the fluctua* 
tions and uncertainties of the exchanges of other countries, 
the disturbance which the Indian exchange has suffered, 
must be pronounced as slight;, and there is no doubt 
that on the whole, the financial and currency machinery 
of India has been most skilfully handled. 

US, eonrac ol Bzchuige. —We need not repeat 
what we have stated above with respect to the methods 
of upressing the rate of exchange. Here we give only 
typical illustrations of those methods which will also 
serve to demonstrate how the exchanges all the world 
over have been violently disturbed by the War. The 
prices paid in one country for definite amounts of foreigii 

* sir VTiUhm UegMi’i ipiidi Istrodaobi tht FhietU SMcsHOtlgt iStatt, 
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ooneocies are quoted daily in newspapers. We take the 
following from the Economist of December 6,1917. 
Foreign Rates of Xzchange on Iiondon, 



London course of Ezchunge, December 6th, 1917, 
London on. 


Kew ToA ... (OaUe) 4'761 

„ (Demand) 4-774 

Faria ... (Gable) 27-Sl 

„ (it menths) 27-60 

Fetiogiod ... (Gable) 362 

„ (3 months) Kominol 

Amatetdom ... (Cable) *10-72 
,, (3 months) 10-90 

A typical Indian course of exchange will be as 
follows 


(March 13,1918). (March, 1917). 

Bonk Telegraphic Transfer 1 s. 4$|d, 1 s. 4^ d, 

Bonk Demand Droits 1 s. 3^^. 1 s, 4 ^^ d. 

8 Month’s sight Credits 1 s, 6^ 1 a. 4 to d. 

Bonk Demand on France 192 fr. 188 fr. 

(lor Bs. 100). 

I Months’ sight France 108| „ 194} fr, 

tp Days’ sight Hongkong 213 Be, 163| Bs, 

(for 100 dollars), 

30 „ , Shonghid 303 Bs. 2401,, 

(tor 100 taels), 

60 „ „ Japan 144; Bs. 150 to 161 Bs. 

(for 100 yen). 

Bank D, D- on Bow Tork, Bs. 297 (lor % 100).310; Bs 




810 


IHDIAll ICOOKOUKa. 


156. Sanmary.— Imports of a conotry si« paid 
by the exports and vice versa and the balance must be 
settled by a remittanra of gold or silver. The movement 
of the precious metals for the liquidstion of thp mutual 
debts of countries, is avoided by the use of bills of ex* 
change which are orders issued by creditors to debton for 
payment to parties msntioned. Lika an ordinary com- 
m^ityi these bills can be sold and purchased in the market 
and those who have to make remittances abroad may buy 
the orders and send them to their creditors to be realised 
from tha persons on whom the bills are drawn. Bills on 
London are every where available and in demand, and 
they are a favourite means of making payments abroad. 

The rate of exchange shows the reciprocal relation 
of the currencies of different countries and may be ex¬ 
pressed in two ways. We may state either the amount of 
foreign money which a unit of our currency will buy or 
,the amount of our ovm money which will be required to 
obtain a unit of foreign currency. London rates of ex¬ 
change on foreign countries are generally expressed in 
foreign currencies and foreign exch tnge rates upon London 
also are mmilarly ekpressed, with a few exceptions. The 
Indian exchange on London and the London exchange on 
India are expressed in pence as the New York exchange 
is expressed in dollars from both sides. 

The rate of exchange flurtuntes between the gold 
points, vis. the points at which it is more profitable to 
import or export gold rather than use bills of exchange for 
remittance purposes. Fluctuations thus limited, are re¬ 
gulated by demand and supply. If there is a large quantity 
of bills available, those who want to buy them for making, 
remittances abroad will get them fur a lower price and if 
the demand exceeds the supply a higher price must be 
paid. Exchange Banks carry on this business of buying 
and selling bills in India but the exchange problem has a 
fecnliar importance in this country on account of the 
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pnetice of selling bills on India followed by the Govern* 
ment daring the last hundred years. 

India has normally a favourable balanee oE trade, that 
is, there is an excess of Indian exports over imports. ' The 
excess represents the home charges and the remittances 
of earnings, profits, and commissions of finns and indivi* 
duals. On both sides of the national account there are 
several invisible items which are not recorded in customs 
statistics. The excess of the value of exports over that 
of the imports, is paid to this country either by means of 
council drafts or the remittance of the precious metals. IE 
the excess is not as large as one would expect it to be in 
view of the remittances of various kinds which have 
annually to be made abroad, it shows that a part of the 
amount is retained in this country as capital for invest¬ 
ment in industries and trade. The excess of Indian exports 
makes foreign countries our debtors, and thus a keen 
demand arises for remittances to this country. This fact 
enables the Government of India conveniently to make 
payment to the Secretary of State for the disbursements 
be makes in London on its behalf. We have a gold ex¬ 
change standard and the Government has to take steps to 
maintain the exchange at the fixed rate of l(!d. the rupee. 
This feature of our currency system, joined to the gold 
obh'gations of Government, imparts a peculiar interest to 
the problem of Indian exchange. 

The Secretary of State has to draw funds to London 
for his expenditure there on behalf of the Government of 
India and the bills and telegraphic transfers be sells, are 
purchased by those who want to make remittances to this 
oountry for goods impwted or by banks which want mpeei 
and notes for their financial operations. So long as the 
mints in India were open to the coinage of silver present¬ 
ed by the public, the balance of trade in fiivour of India 
wu liquidated by the import of silver, and exchange wu 
datatminad by the gold ^ne of the whits UMtoL Till the 
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year 1893 exchange steadily declined, compelling the 
Indian Gorernment to raise more rupees by means of 
taxation for the payment of home (harges in gold in 
Loqdon. Since the exchange was fixed at 15d. per rupeei 
only in years of financial stress caused by scarcity or 
otherwise, has Government been compelled to cease sell¬ 
ing drafts on India and to offer sterling drafts on London. 
It is profitable to banks to import funds into India by 
purchasing bills in London rather than by shipping 
sovereigns and then getting rupees for them from the 
Government, and therefore the Secretary of State has been 
selling his drafts to a much larger amount than is needed 
for his current expenses. 

The Government of India pay for these bills, when 
presented, from their balances and thus their remittance 
for home charges is effected. By means of the Councils, 
the Gold Standard Reserve and a large portion of the 
Currency Reserve, have been drawn to London and there 
invested in British securities. A part of the drawings is 
used for purchasing silver for the mints in India. There 
is a heavy demand for drafts on India during the second 
half of the financial year, which is the busy season when 
crops are moved to the ports, and the rate of exchange is 
then higher than in the first half of the year. The war 
shattered exchanges all the world over and the assistance 
India gave to the British Empiib compelled the Secretary 
of State to raise the Indian exchange above the standard 
rate. Funds to the extent of Rs. ISO crores have been 
drawn from India to London in the course of exchange 
transactions in four years. 
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157. Indigenous Banklng.->Even before the ad> 
vent of modern joint stock banking there were in thii 
country, numerous banking firms and bankers who carried 
on business on an extensive scale. Money lending vras and 
is done by numerous persons of every caste and class in 
towns and villages, all over the country. As distinguish¬ 
ed from these money lenders, the bankers took money on 
deposit, made loans and issued drafts or ‘hundies,* and 
they have always occupied a high status in society. In 
old limes governments borrowed largely from the bankers 
who financed miliiary compaigns. The Peshwas, for in¬ 
stance, were heavily indebted to them and several bank¬ 
ing houses enjoyed great social reputation for the extent 
of their transactions and the honesty of their dealings. 

English banking, which has now assumed a vast 
magnitude, also began in this humble way. When the 
pri judioe against usury disappeared, the people first to 
take advantage of the favourable situation, were the gold¬ 
smiths. 

"As they had valuable property of their own to 
guard, people were inollned to tUnk that whet wonld 

4e 



iU muvixooioittoi. 

bt tniitod to thirn wu uft. Aoooidloglf fho praotlot 
of dtpulting money oi bullion with the goldimltbi 
beonma a oonunon one, the more lo aftei 1610, whan 
Ohulea 1, then in gieat etraiti foi money, hadaelied 
the bnllion of private meiohanti left foi lafe keeping 

la the Tower.When the goldamlthi thui obUa- 

ed depoalta, they naturally were ready to lend at 
interest, Cromwell borrowed from them on the aeon- 
, rlty of the taxes and paid them back when the taxes 
oams in; Charles II continued the plan, paying the 
goldsmiths 8 per cent for what they advanoed.”* 

The small bankers took deposits and allowed intereet 
npon them, gave loans on the security of jewellery pled¬ 
ged with them and purchased and sold ornaments. This 
basinets is being done to-day extensively in villages and 
small towns all over Indie, where modem banking is nn- 
known. The banking houses of a higher status have 
dealing on a much larger scale. They finance internal 
trade and remit funds from one place to another for 
their customers and discount the bundles of small pro- 
dncers and dealers. In spite of the rapid progress joint 
stock banking has made during the last generation, these 
indigenons banking houses play an extremely important 
port in the internal finance of the country. They accom¬ 
modate small traders and producers whom the big banks 
cannot reach. Their 'hun^' draft is easily available and 
through it remittance can be most conveniently effected 
in the absence of other banking fadlitiee. 

Mr. Findlay Sbirras thns describest the ind^^nons 
bankers 

“Before the British era, trade was entirely flnane- 
ed by taniai, who combined money lending and, 
dnanee with trade. Throughont the length and 
breadth of India theu ianiai undertook the financing 
of agriottltural operations. They were chiefly Ma^ 

t Biport olt Win ddhMd la OriiMihtSiS. 
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irwlifroin M»nrar, Chattiai from Bouthtn India, 
andBbattlai and Fanaasln Bombay and Onjarai 
TO'day the money-landar or monay obangar vai atlll 
in a flouriablng oondltlon. The larger Indian bankan 
and ahrofTa itlll oontlnuad to do a large part of the 
Internal banking bnaineaa. They ware tha daposltor* 
laa of much of the money wealth of tha Tlllagea or 
dlatrlota In which they taaided and they were alao an> 
gaged in ezohange operatlona, aa well aa trading on 
their own aooonnt. They used hundla or billa which 
ware drawn up in Ifahajani or a written character 
peonliar to bankera, and these were naually illegible 
to any one outside their class. A diahououred hmii 
waa an event of rare oocnrienoe with them. Sundi$, 
despite the increase in joint stock banking, were not 
decreasing but inareaslng, and the circulation of hun* 
die waa the most perfect portion of the purely Indian 
system. The bauia olaae was one to which India waa 
greatly indebted for finanoing i^rloulturlsts, and re¬ 
moving produota from tha growing to the oonauming 
distrlota and distributing goods of all kinds all over 
India. Joint stock banks were not in any way a bin- 
dranoe to their trade; in fact they relieved them of 
much trouble and risk.” 

158. Rise of Modem Baoklns —Besides tbero 
(1) indigenous banking houses end bankers, there are in 
In^to-daf, (2) thethrM Presidency Backs of Bengal, 
Bombay and Madras, (3) the Exchange Banks doing busi¬ 
ness in this country as well as in others, and (4) the 
Indian joint stock bunks. 

“The European system of banking waa introduced 
into India by tha Agency Houses of Oalcutta. These 
were not-msrely merchants and agents but also bank¬ 
ers who did bueinees with the merchant princes In 
India, planters and the civil and military services. 
They possessed a note circulation which waa extreme¬ 
ly beneficial to them. After the passing of the Act of 
U13 whloh gave greater Indacementa to Europeans to 
settle in India, there was a considerable extenalon of 
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banking In oonneetlon with the Agency Houeea bnt 
the great commercial crisle of 1829-30 put an and to 
almoft all theae Eouaea,"* 

The foreign trade of th: country in the early part of 
the lait century, was comparatively small and internal 
exchange was facilitated by indigenous bankers. As trader 
however, slowly expanded, European merchants and others 
directly interested in it, felt the necessity of having bank* 
ing arreage.-nents of western type in their mid'-'t. Like 
the mercantile community. Government also experienced 
ditficulty in carrying on its financial operations withont 
the assistance of a well conducted modern bank. Under 
these circumstances the Bank of Bengal came into being 
and received its Charter in 1909. Of its capital whi^ 
was then £ 500,000 the State contributed £ 100,000 and 
Government took its share in the direction of the affairs 
of the Bank. Indians came steadily to be associated more 
and more with the foreign trade of the country and, there¬ 
fore, with the business of the Presidency Banks. 

“The Presidency Bank of Bengal was opened in 
1806 and received its charter of incorporation from 
the East India Company in 1809. The first Bank of 
Bombay (it went into liquidation in 1868 and a new 
one was formed in the same year) was establlshsd 
nnder a similar charter in 1840, and the Bank of Ma¬ 
dras in 1843. The establishment of these Banks in 
the other Presidencies put an end to the poulblllty 
that the Bank of Bengal might become a Bonk for all 
India. The Presidency Banks had at firs^ a semi- 
official character. At the foundation of the Bank of 
Bengal, the East Indie Company contributed one-flfQi 
(the proportion became smaller subsequently) of the 
capital and appointed three of the directors. ITpto the 
time of the Mutiny the office of Beoretory and 
Treasurer was held by a covenanted olvlllan.’'t 

' Mi. Fladhv Shimu s Rspoit o( • lactsn deUraed la Cshntte fa lll4a 
t J. H. XsjSMi ladiu Cuneeiyiad Ffaaca 
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159. The Prealdeney Banka.— The relationiof 
the Government of India and the Presidency Banks an 
regulated by the Presidency Banks Act of 1876 which 
Imposes certain definite restrictions upon their business 
operations while it concedes to them some material and 
moral advantages also. Before that date the agreement 
with the Bunks compelled the Government to place ail 
the cash balances belonging to them in the hands of the 
Banks with the result that there was a serious danger of 
Government's money not being available when it was 
urgently required. In a despatch to the Secretary of State, 
dated 30th June, 1874, the Government of India wrote:— 

“The Bank of Bombay, aooustomed to high Gov¬ 
ernment balances, and relying on the maintenance of 
those balances, had so employed them that they were 
practically locked up; for had we insisted on with¬ 
drawing them more suddenly we should have done so 
In the face of a warning that we should produce a 
commercial crisis, and therefore for a time the Gov¬ 
ernment balances at Bombay were useless for the pur¬ 
poses of the Government.We are of opinion that 

a Government subject to the contingencies to which 
the Government of India is exposed, ought not to be 
without a reserve and that this reserve should be in 
its own hands." 

The Government was,inclined to dissolve its connec¬ 
tion with the Banks, but preferably it proposed 

“To make a change in the agreements with the 
banks, so that Instead of giving them the right to hold 
all the Government balances, the stipulation may be 
confined to engaging to pay them interest when our 
balances are reduced below certain amounts.” 

In his reply, the Secretary of State (Lord Salisbury) 
gave bis assent to the proposal of the Government of 
India about establishing an independent treasury system 
and leaving with the Presidency Banks certain minimum 
Manees without interest and imposing by law spedfia 
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ntttlctioni upon their bntineti operadoni. The Fred* 
denoy Banki Act of 1876 hud down reitrictioni as to the 
qmtfficationi and number of directori, the kind of bull- 
seu that they could and could not tranncti the tairi< 
torial liffliti of their jnrisdiction and so forth. The Baaki 
hive tried to get some of these restrictions removed as 
needless, and wanted liberty to deal in certain securities 
which wen not allowed by the Act, e. g., secnrities of 
State-aided Railways and of District Boards. They also 
wanted to be empowered to borrow outside India to that 
they might have access to the great store of banking 
capital available in London. 

This and otiur matters connected with the powers 
and nsources of the Presidency Banks, were topics of 
prolonged discussion among the parties concerned. Strong 
objection was taken to t^se fonks being allowed to 
pledge securities and take deposits in England and thus 
raise funds there. The Exchange Banks vehemently 
opposed the suggestions that the Presidency Banks should 
be allowed, when the Bank rate in India was 6 per cent, 
or higher, to borrow in London, that they should be 
permitted to deal in foreign bills under certain conditions 
and that they should be allowed to draw sterling drafts 
on London for the home remittances of their customers 
subject to a limit of £ 200 in each case. One of the Bz> 
change Banks, the Mercantile Bank of India, wrote to 
the Secretary of State 

“It would be an anomaly in State banking to find 
the Frestdenoy Banks of India, which depend tot their 
prestige and rssouross so largely on their State con¬ 
nection, turning their attention and their resources 
from the object of their ezistence-^e facilitating the 
internal trade and requirements of India (a sufficient' 
ly wide field one would imagine), to embark in opera- 
tons of foreign exchange. It would further, be a serl- . 
-one matter for the existing Xxohaage Banks, and vary ' 
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aa&lr to them if fhm State Baoki, backed by theli 
State eoppoTt and the large amonate of public ftmde 
placed at their diepoeal by the State free of intereat, 
ahoald be authoriaed to compete keenly, and with all 
the power that their privileged poeitlon givee them, 
with those Institutione which have hitherto conducted 
that busineiB to the eatiefaotlon of the mercantile 
community." 

The other Exchange Banks wrote in the same strain 
and there was a lively debate between them and the Pre¬ 
sidency Banks. The latter attempted to show that the 
apprehensions of the Exchange Banks with regard to un¬ 
fair competition being set up in exchange transactions 
against them, were baseless. The proposal of the Presi- 
tocy Banks was favoured by the Government of India, 
but the Secretary of State was strongly impressed by the 
contention of the Exchange Banks that their interests 
wonld be injured by the proposed changes and declined 
to sanction even a moderate concession to the Presidency 
Banks vix. ‘allowing them to drew sterling bills on London 
for the purpose of the remit^nces of their customers 
subject to a limit of 200 1 in any one iqpnth on behalf of 
any one customer.' The discussion was brought to an 
and on 26th September, 1906, with a telegram from the 
Secretary of State in reply to one from the Government 
of India uking permissioit for the above amendment of 
the Act, stating: 'Your telegram dated 15th September, 
Presidency Banks. I regret that I cannot accept your 
proposal.’ 

160. Tbelr Bii^eM.->We shall presently deal 
with the question of monetary stringency and a high 
bank rata prevailing in India during the busy season, 
whldi was involved in the above discussion. It it to ba 
aotad here that the Presidency Banks are three powerful 
joint stock banka having special relations with Govarn- 
maht and carrying on the ordinary banking liiiriiMas 
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nnder certain well defined limitations. They lead in 
financing the internal trade of the country, and the ordi¬ 
nary joint stock banks follow them at a distance. They 
take ^posits and lend on security, and discount, buy and 
sell bills of exchange and other negotiable securities 
payable in India or Ceylon. They cannot borrosr money 
outside India, nor can they dialin sterling bills, lbs 
conditions on which they may give loans are strictly laid 
down by law. They perforin certain services for Govern¬ 
ment and receive remuneration for it. Government holds 
no shares in the Banks end is not represented on the 
directorates. It, however, keeps certain minimum amounts 
free of interest with the bead ofEcas of the Banks, and if 
the public deposits fall below the stipulated limit, interest 
is paid on the amount by which they fall short. Usually 
Government keeps larger deposits with the Banks than 
they are expected, though not bound, to do. 


” Where a branch of a Freeideno; Bank exists, 
part of the Government balance is deposited in it. 
Similarly a part of the Government balances held at 
Calcutta, Madias and Bombay, is depoeited at the 
head offloes of the three Presidency Banka The 
relations between the Government and the Presidency 
Banks in respect of the holding of balances are partly 
regulated by agreements with the three banks which 
were last revised in 1898. The agreements provide 
that the Banks are' to transact general business for 
the Governmeut at their bead ofBoes and certain 
hrancbes; that they are to receive certain remunera¬ 
tion ; that the Governmeut is not bound to retain at 
the Banks any particular sum; but that if its balanci 
at the Head Office of any of the three Banks falls on 
any day below a specified minimum, it is to pay to the 
TUnk interest “ at the lowest rate ohaigeabls on such 
day by the said Bank to the public for loans re¬ 
coverable on demand.” The remuneration of the three 
TUnks the minimum balances that they are to 
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hold for the Ghwemment at their Head Offloes witbont 
dhaiging interest are as follows r- 



Bemnneratlon 

Amount of Balanea 
below which 
interest beoomes 


per itiiTiiiin. 

payable. 


£. 

£• 

Bank of Bengal 

8,900 

833,300 

Bank of Madias 

800 

180,000 

Bank of Bombay 

800 

133,000 


“The rsTislon of these agreements is now under 
the oonsideration of the Government of India. 

“In aotnal praotioe the Oovemment of India la 
mnoh more liberal to the Banka than Is provided for in 
the agreements. They usually keep at the head offiaai 
of the three Banka the following amounts 

Bank of Bengal. 467,000 1. to 583,000 1. 

Bank of Uadras.A little over 183,000 (. 

Bank of Bombay. 867,000 (. to 333,0001, 

" On the flotation of a loan and in speoial oases, 
the amount are inoreased,”* 

The foUowliig table shows the position of {the three 
Presidency Banks 


Pmtdnuy'SttHJa. 



1905 

Bs. (lakhs). 

1914 

Ba (lakhs). 

i 1916' 

IBs. (lakhs). 

1 

Capital and Beserve 

6,83 

7,64 

7,35 

Deposits ... 

85,38 

45,66 

49,91 

Cash Balanoes ... 

8,83 

80,84 

17^7 
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The comparatiTe position of the three benka it 
brought oat in the following table 

IM DccoBliar lie Draate lie Dnn1» >M Dtnml% 



IfoS 

Ulo 


Itl4 

I9l6 



Ri. 0aklii)Ri. (laUu)Ri. CaUii)Ri. (labbt) 

CtpHil 1 

' BaokotBanl 

. mZh 

•lOO 

Go 

9,00 

6o 

1.00 

7S 

rs 

n Boobiy 

«lOO 

1,00 

IfiO 

1.00 

Rmbw 4 

' nukorBtonl 
Ib£u 

M 

!,>$ 

Si 

79 

9.1S 

58 

1 

r Bomtiy 

t,8r 

r,oS 

I»IO 

' So 

Goroa* f 
■cstDi-'i 

BiakotBaipl 
« Ibte 

I.67 

IT 

i,M 

7i 

M7 

9l 

9,74 

l.o4 

poriti 1 

s Bombty 

M 

!,Sl 

1,85 

1.49 

OUkt / 
Daperiti 

Biak<tBa(d 
, IbdiM 
b Boobay 

19.04 

MS 

6,76 

I6/)S 

5,67 

io,Si 

IXy6l 

10^81 

91,44 

9,Go 

15,67 

C«b ( 

BukotBagil 

b 

«.« 

1,67 

S,i4 

1,84 

11 ,7o 
tfit 

>,rs 

9.87 

1 

b Boobay 


4,S6 

6,47 

6,68 

lamt- / 
Mtti 1 

BuktSBennl 
b lla£M 
n Boobiy 

l|Sl 

67 

I4S 

1,68 

85 

i>S 

6,91 

i,J4 

ifit 

tA* 

Jfii 

5.13 


The diTidsnd<paid bj these banks has always been 
nbstantial. Daring the three y^rs, 1914-16, the Bunlr* 
of Bengal, Bombay and Madras hare paid 16,15 and 
13 per cent, respectively. Besides the head offices, the 
Banka have 35,14 and 33 bnmches and agencies res- 
peetively. 

KL B x dM Bge Banka.— Now to tom to the 
Exchange Banks. These are big European banking 
ooncmawith enormona resources, and they carry on 
tiwir operations in India and over eastern Asia. For the 
sake of oonTaaienee they are classified in two groups 
oooordii^; to the extent of business done by them in India, 
sit. (1) five oftham are doing a considerable portion of 
their boAiets in this eanatr 7 and (3) the renudning 
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fite ore merely agencies of larf(e bonking corporations 
doing business all over the East. The following statistics 
will give an idea of the position of these banks in the 
year 191fi 



“3“ 

1 

Si 

II 

•0 
s. 

• « 

r 

1 Depewta. 

CodiBdboo)). 


d 

Z 

Ootof 

Lidia. 

In 

India. 

Ontof 

India. 

In 

ladli. 



£ 

I|O0O 

£ 

IfiOO 

£ 

XfOOO 

R 

IKIOO 

£ 

liOOO 

R 

1,000 

imp 


3,Si) 

l,9tl 

4S,7o) 

Sl,S4,4o 


f|S6,l4 

( 1 ) Banhe vhlsh 
an merely agendei 

d large bankli^ 

Gorpnationi doing 
bniineii all over 
Am. 

^ 5 

1 

s 

19,0)4 

Il,tl4 

i6),Slo 

6.49,49 

)7,)7) 

htW 

Total ... 

m 






10,14,01 


These banks are institutions of a very old standing, 
having been founded sixty years ago, and they take 
deposits in India and outside and with funds thus bor* 
rowed, finance the foreign trade of the country. They 
are thus complementary to the Prendency Banks and the 
other Indian banks which confine themselves to internal 
trade. They purchase bills of exchange drawn by ex* 
porters of produce and discount them with London banks 
or realise them when they mature.* Through their London 

• « BUli tgiinit the export trade en drawn D. A. (docmaente on a rrepta n c e) 
endD. Ps (docufflentsonpaTineat). They are pnrchaiid bythehak^hranchei 
hi The D> P« are held by their Loodon officci unt il thqy ate 
rettxed or paid at matniity. The D. A. billi ai a general rale an dlecoarted or 
ndheoBntedi iBinediete^ after acGeptance* IHnj an redinovted with the 
BagWeti Joist stoih Beiikf md the Seotdi Buikior with hill biohm finawnd by 
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offioM tliey porohaie import bills whioh u« drawn on 
consigneoi in sterling and thus they finance import trade 
also. These transactions enable the banks to bring back 
the funds realised in London. As the value of India's 
eiports normally exceeds that of the imports; the defici¬ 
ency in imoprt bills is made good by the purchase of 
opnncil bills and telegraphic transfers and the shipment 
of gold and silver. 

Owing to stringuicy in the money market, in the 
busy season, the bank rate and the discount rate mount 
up very high. The euhange also rises and the Exchange 
Banks bring money into the country by buying the 
Secretary of State’s drafts, and Telegraphic Transfers 
which enable them to receive rupees from the Govern¬ 
ment Treaenries immediately without having to wait for 
more than two weeks for the arrivals of the bills. The 
difference between the rate of interest they have to pay 
on their own borrowing or deposits, both in England and 
India, and the rates they charge in discounting sterling 
bQls, constitutes their profit. 

The depomts of the Enchange Banks have con¬ 
siderably increased in recent years, and while enjoy¬ 
ing a monopoly of the finance of the export trade 
of the country, they participate actively in the fi nancing 
of the internal commerce also. The extent to which their 

OMiadwpwiiDriBnBM oCitfiafai^iriai IkcBuBk o( EngluiL Hmm 
UU inil tabddlor*tinttvOMluUaa Eidiaaga Buki ta Lanta. TUi 
ngaldoccvitabaliHBiBlidfami itaguai or whaa 01009 **• CUndt 
to amplof lo Loodao. To tha aatant to whlali tlie D. A. an ndkoonatad 
isBadlatdraintstetptaoetinludiUiaj an la tha |nat najarilj at cana 1 
tha t-ai— aapaat bada la SaaBaodaat irith tha foada at tha Bichaasa Baaka. 
aaaafSfaanthetinttlthepanhtatat the iCli ia India to than atiM la 
Loo4ao,batvlihthlttBdio(4n Brithh Baaka, a'.a, with Billiih and Sot 
lidiao aafitaL'-ltapKtm tmlu is bdla, iStr. 
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rewniees have increased during the past few years, will 
be seen from the following figures 



Capital and 
reserves^ 

Deposits in 
India. 

Cash balances 
in India. 


£ (1,000) 

£ (1,000) 

£ (1,000) 

1913 

37,825 

20,690 

3,902 

1914 

... 36,972 

20,098 

5,596 

1915 

... 36,793 

22,364 

5,068 

1916t 

37,931 

25,359 

6,760 


Exchange Banks compete with other banks in the 
country in torowing money by means of deposits and in 
lending and discounting business. Their operations are 
not thus restricted to the financing of Import and export 
trade. They have 45 branches in India as compared with 
65 branches (including head offices) of the Presidency 
Banks and 68 head offices and 160 branches of the Joint 
Stock Banks. The Indian deposits of these banks amount¬ 
ed, in 1916, to £ 25,359,000, as against £ 33,276,000 of 
the Presidency Banks and £17,149000, of the Indian Joint 
Stock Banks. As we have shown in the last Chapter, 
owing to the severe strain put upon the monetary re¬ 
sources of India, by the War, the drawings of the Secretary 
of State had to be curtailed, gold could not be imported 
and exchange rose much above the standard rate. Ex¬ 
change Banks bad not adequate funds to buy bills and 
had to sell drafts at a fixed rate. ■ 

162. Joint Stock Banks.— Banks of the third 
class, viz,, the Joint Stock Banks, are almost all of them, 
of recent origin. The growth of this type of bank has 
taken place during the last thirteen years. The total 
number of banking and loan companies registered under 
the Companies Act in 1914 15, was 574 and their paid up 
capital amounted only to Rs. 7,98,75,509. The corns- 
ponding figures for 1915-16 were 460 and Rs. 8,34,04,000. 
The number had remained steady for several years 

f ^dudlng ibt DiM and LoadoB Baak which wm BmsJfMisIsd vfth tbi 
AUfaMtBMdLoXSlBlatlid. 
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Bud declined in 1914-15 and 1915-1$ on account of the 
failure of many Swadeshi banks; and yet the paid up 
capital almost doubled in ten years. Under :the heading, 
banking and loan companies, are included hundreds of 
petty banking and lending establishments, and institutions 
carrying on operations on a considerable scale, are very 
few. The number and the amount of paid up capital of 
t^se banking companies, are given below 


Year. 

Number. 

Paid up capital (Rupees). 

1900-01 

430 

3,82,84,266 

1905-06 

595 

4,40,34,101 

1906-07 

567 

7,31,57,416 

1910-11 

492 

7,91,81,641 

1913-U 

552 

7,91,51,400 

1914-15 

475 

7,98,75,.'i09 

1915-16 

460 

8,34,04,000 


The joint stock banks are classified, for the sake of 
convenience, into four groups according to the amount of 
their capital; and their position on 31st December, 1916, 
was as follows 
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1,87,36 

1,73,66 

84,71,05 

6,03,49 
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5i,77 

ii,5o 

10,93 

16,76 

Total.. 

48 

3,3S,i3 

1,85,16 

35,79,98 

6,90,15 
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Joint atocic banking ia a plant of recent growth and 
haa yet to drive its roots wide and deep into the soil. 
While the sapling was growing up vigorously, it was 
overtaken by a violent storm in 1913, when a number of 
banka collapsed. The failure of the banks caused ruin 
and hardship to numerous middle class and poor families, 
but it imparted a wholesome and much-needed lesson as 
it exposed the rotten condition of many of the apparently 
prosperous concerns. It indeed dealt a rude shock to public 
confidence and for a time the progress of banking was 
retarded. But the exposure was calculated to teach the 
people where the screw of banking management was 
loose and to ensure a slow but healthy progress of the 
movement. 

These joint stock banks came up on the crest of the 
enthusiastic industrial movement which began in 1905, 
and banking came to be regarded as a new path into 
which the energies of enterprising persons might strike. 
The public was willing to patronise the new institutions 
and put their money in them. The middle class which 
was in the habit of saving and of depositing its savings 
in the Postal Savings Banks, was attracted by the tempt¬ 
ing prospect of getting a higher rate of interest and divi¬ 
dend, and the new concerns had no difficulty in attracting 
share-holders and depositors. From 5 to 6 per cent, 
interest was offered for deposits fixed for a year or two 
years, and the banks helped many a shop-keeper and 
trader in his business by giving him accommodation. 

163, Bank Pallores Several causes combined 
to make the position of the joint stock banks insecure. 
(1) The directors of many of the concerns were men who 
kiuw little about banking busiiuss and could not and did 
not control the operations of the banka. (3) If some of 
whose duty it was to keep a strict watch over the 
^^foiingn of the banks, suffered from a lack of experience, 
pthars were top dever to deserve the responsibility eQ', 
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tnuted to them. (3) Acconnts were not properly kept 
and loans were given without enfSdent security. (4) A 
large amount of the funds of the banks was locked up in 
such a way that it could not be easily realised. (5) Some 
of the managers went in for speculation, a species of 
business which such banks should have avoided, and the 
monies taken from depositors at a high rate of interest, 
were used to finance concerns whose profitableness was 
doubtful. (6) Dividends were often distribnted among 
shareholders out of capital, and this fact could be con¬ 
cealed by a skilful manipulation of the accounts. When, 
therefore, one of the banks came into trouble owing to a 
run being made upon it by depositors, public confidence 
was shaken and other banks also came down. Their 
assets could not be easily realised and the demand of de¬ 
positors could not be met. 

These facts have been brought out in liquidation and 
other proceedings in connection with the banks which 
havetiken place in law courts. With a few exceptions 
most of the banks which have failed or have been liqui¬ 
dated, have bean pigmy concerns. The following table 
shows their number and position 
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Ri. (1,000) 

Ri. (1,000) 

Ri. (1,000) 

till 
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1,74,00 
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43 

7,10^50 
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IZ 
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4,60 

ISIS 

l3 

«iSo,So 


4,13 


Many of these banks had high-sounding but 
veniiolwtty bom the verjr beginning. 
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The paid up capital bore a small ratio to the sab< 
scribed and the authorised capital, as maj be seen from 
the following table of some typical banks, compiled from 
the information published by the Oepai tment of Statistics:— 


Nsmt. 

Authotlced 

Capital. 

Sub- 

•ertbed 

Cepilel. 

Peid ap 

OlplMU 

Depoilti. 


lb. 

Ro. 

Ri. 

Ri. 

Solir Bnk| liiboTt; Rsgtitredi 
l7th Aprils Uquidfttcd) 

94Ui Mirch, l9l4...s ms sm 

1,00,00.000 

j,S5,eoo 

8,510 

toSIM 

Orient Buk of Incin, Lnkore; 
Siitcred, iSih Mey, I>ia7, Uqui- 
detcd, 4tli Scytembar, i Sl4. 

aS ,00,000 

10.00,000 

71,554 

4,54.SSS 

Bink o( Aflft. LahoraiRoglitared, 
fDd September, Liquidet- 

ed aMi November, sm 

>Sc»,oeo 

4,65,4Se 

3l,on 

76,?8t 

Comamreial Bank ri lodU Gm^ 
par, U.P.t Rcewtered, i7th Ju- 
wy, i9iS, Uquidmed, nd July, 

X914. «.• see 

10,00^000 

5,7H 

4,s5o 

ISASS 

Sri Kriilme Book, Bfedrei; Re^ 
tered, a8ib Mey, Liquidet- 

ed, Silt Merck, i9l4a «m 

5.00,000 

S,qpooc 

i,ti5 



Banking corporations and bankers have to keep suffi* 
dent cash and liquid assets in their hands so as to be able 
to meet demands as thsy arise. But the joint stock banks' 
did not follow this wholesome practise. While the pro* 
portion per cant, of the cash to the liabilities on deposits 
of the Presidency Banks has been 33 and of Exchange 
Banks 20, on an average, that of the joint stock banks has 
not exceeded IS or 16. The position has steadily improv¬ 
ed during the past four years. 

“ Oosh at the and of 1916 ware 35 par eant. 

of the liabilities on deposits in the case of the Fresi- 
danoy Banks, SSperoentin the ease of Exohange 
.tMnn a considerable portion of their buslnew 
in Tnitta, and 35 per cant In the ease of those Banka 
htisitnrr ell over Aaio. The peioentage for 
4s 
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Indian joint banlci is tl In tha oaia of Banks with 
oapltal and reserve over Ra. S lakhs and 17 in the oaas 
of banks with oapltal anJ reserve between one lakh 
and lei,s than 5 lakhs of rnpees." 

The lesson of tha bank failures seems to have been 
taken to heart and the joint stock banks now evince 
a desire to strcngtlen their position, especially in the 
abnorin il conditions created by the war. The re narks 
made bv certain shiuwd o!)wrvers in connection with the 
position of them hanks before the failures of U13.l6i 
have proved almoit prophetic. .Mr. Keynes wote 

“ In the oaas of the smaller Banks, dealing, as 
they are, with olienta to who n hanklnj Is a new thing, 
and la a oountry where hoarding is still dominant, 
the oash bslaneet sesm.from tie ivailabie indioations, 
to be hopelessly Inadequate; and It Is hard to doubt 
In the nest bad tl.nss, the/ will godivn like nine pins. 

If each a oatastrophe ooours, the damage inSioted on 
India will be far greater than the direot loss falling 
on the depositors * 

161. Propossl Restrictions.— The failure of so 
many banks led tl^e public and Government to consider 
whether it would not be desirable to impose certain 
restrictions upon firms and individuals who used tlie words 
‘banks,’ 'bankers,' or their equivalents, thereby gaining 
ta amount of prestig: in the eyes of people and attracting 
daposits. The Govjrnmant of India, therefore, issued a 
oircolar in August, 1913, asking 'Provincial Governments' 
to eommunlcats to them the views of the commercial 
community and others on this point. They suggested 
fostrictions thu would be desirable in the following 
matters 

(1) The prasorlption of a mlnlmtim amount of snb- 
Kribsd oapltal; (2) a stipulation that an adequate 
portion of suoh oapltal should be duly paid np within 
a reaeonable period from the starting of the bnslness; 

• la*aCwnao«dFiaMM. 
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(8) a mtrlotioa on the full allooatlon of pioltts to 
dividends pending the building up of an adequate 
reserve; (4) a rs'itrietion as to taking up by a ‘ bank' 
of business outside that of banking In whioh the 
banking profits might be lost.” 

Some lestriclioiis ot tne nftt’Te proposed hy Govern* 
ment are clearly necessary in the interests of the public 
as well as of a hnlthv ({ro’vth of liiJia i joint stock bank¬ 
ing. But any banking law that may be passed, should 
be such as will not hamper the growth of legitimata 
and sound business and as will only protect healthy 
development fiom the competition of unscrupulous and 
unsound concerns. 

The economic development of India requires an es- 
tension of banking facilities in all puts of the country. 
The people have to be taught to hand over their savings 
to banks which will use the funds thus collected for the 
promotion of trade and industry. There is a great scope 
for the expansion of bunking, an I concerns, small and 
large, if they are conducted along right linss, will be su> 
eessfnl and helpful. High rates of interest rule in the 
market and s.uall business men and nroducers cannot get 
the necessary accominodiition without paying a heavy 
price. The ordinary money.lenders in towns and viliagei 
give credit to their cl ents, but chsrge e.\borbitant rates 
for Jdieir services. If bunks were .to collect cash from 
persons of small means ‘and inspire coniidence in the 
public mind, they would assist in the economic develop, 
meat of the country. 

165. Agrleultural Banks.— There are no laqd 

banks and agricultural bunks in India liks those in other 
countries.* Lmdholditrs have, th-Tefore, to raise loam 
by mortgaging their laiids to money-lender.’, and cultiva. 
tors obtain advances from tne village sowkur for the 
current expenses of agriculture. Takavi loans are made 
by Go vernment to cultivators, but they are. not popniwi 
* See GUs't yeliiidl &eaea/ sad tlM Mit Chiplsr el Ail bosk. 
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nd they do not satisfy the smallest fraction of the needs 
of the people. The indebtedness of the Indian rayats 
is colossal, and attempts made to relieve It, like that of 
the Deccan Agriculturists' Relief Act, have almost failed. 
There are here two problems to be tackled, first to enable 
the farmer to shake oS the burden of the old debts and 
second, to advance to him the capital required to carry 
on his agricultural operations. If there were banks which 
would supply this two-fold credit, the cultivator's lot 
would be vastly improved. But he has as yet to rely, 
where there are no co-operative credit societies,—and 
these, are too few in view of the large population of the 
country—on the old credit machinery vis.^the money- 
lender who charges high rates for his money. 

We have shown in Chapter V what is the position of 
the cultivator and the common artisan with regard to 
credit ond supply of capital. In one of his pamphlets, on 
Agricultural Banks in India, Mr. 0. E. Wacha pleads for 
the establishment of land banks which will emancipate 
the cultivators. He gives an account of the experiment 
of such a bank in Poona district which was to have been 
made about the year 1883, and argues that, after all, co¬ 
operative credit societies are not calculated to solve the 
problem of agrarian indebtedness.* He holds up the 
Agricultural Bank of Egypt to imitation in this country 
and wishes enterprising men'to start such banks and 
conduct them with the assistance of Government. There 
can be no doubt about the fact that the problem of agri¬ 
cultural indebtedness ought to have been boldly faced by 
the State long, long ago; and the cultivator should have 
been assisted to throw oS the yoke of his debt, by means 
of agricultural banks. In Ireland and In France, for 
example, the State is placing large funds at the disposal 
of cultivators. Thir is not *to minimise the urgent im¬ 
portance of the growth of the co-operative credit societies 
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which are calculated to improve the itatus and economic 
poiitlon of the ra^t as nothing else can, but to point out 
the colossal dimensions of the rayats' indebtedness and to 
suggest the radical cure necessary to remove it. 

166. ladnstrtal Banks.— The want of industrial 
banks is being similarly keenly felt. The Presidency 
and joint stock banks lend their monies for short periods, 
and they cannot afford to lock up their funds in ordinary 
securities or new industrial concerns. Like agriculture, 
industries require a special treatment, and it has been 
suggested that banks should be started for financing in¬ 
dustrial enterprise. State assistance is also invoked in 
the matter though how precisely it should be rendered is 
a difficult point to settle. Government may advance 
capital on the security of the property of a concern when 
the loan has been recommended by competent authority; 
or it may guarantee a certain rate of interest as it did 
in the case of railway enterprise. Financing of industries 
would certainly be better done by private banks strongly 
supported and supervised by the State. And if branches 
of such central banks were opened in small towns, the 
producers there would derive material benefit from 
them, and the banks themselves would do good business. 

Organising capacity, expert advice and an adequate 
supply of capital are the essential requisites of industrial 
development. No new industries can be started unless 
they have the backing of men with capital to finance 
them or of industrial banks which will make it their princi¬ 
pal business to support sound propositions. Such in¬ 
dustrial banks do not exist in this country and their work 
cannot be done by the ordinary deposit banks. Neither 
the Presidency nor the Joint stock banks can assume this 
role, as they cannot lock up their funds in iudustrial 
concerns for a long time and do not possess the expert 
agency necessary to judge of the character of the indus¬ 
trial proposals placed before them. Japan has already 

t 
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'oqaipped herselE with induitrialbanksand allothar nationi 
<bava been awikeiied to the urgent need of such institu* 
liona. Metere. rata, Sons and Companr have recemlf 
taken the lead in stirting an luJuiiirial Bank with a 
capital of Ri. 6 crores and its progress will be watched 
With the keenest interest. 

167. ' The Bank Sate.—The Bank rate is the rate 
which is char'ToJ for loans against Govern nent securitieSi 
While the rate of advanses on other securities and of dis¬ 
counts is slightly higher. The rates ate not the ssine in 
the different Provinces. As we have said above, this 
business is, at present, done by shroffs and other money¬ 
lenders who deal in hundies. They grant accatnmad.ttion 
for a few months and charge varying rates of interest. 
The shroffs in big commercial centres are a link between 
petty traders and shop-keepers and the Presidency and 
joint stock banks, the latter discounting their bills and 
thus coming indirectly in contact with the small business 
men. 

The official bank or discount rata of the Presidency 
and other banks is, however, not identical with the rata 
that prevails in the basars, and the latter is often not 
much affected when the bank rate rises owing to monetary 
stringency which occurs periodically. 

“ The shroffs ^ho finance nearly the whole of the 
internal trade of India, rarely, if ever, disoount Suro- 
pean paper and never purchase foreign or starling 
billsj Neither do they lend money on Government 
Paper or similar securities, but oonfine their advanoaa 
to the discount of Aocni/sss, to loans to oultivators and 
against gold and silver bullion. The haondeta they 
purchase are, for the most part, those of traders, small 
and large, at rates of disoount ranging from 9 to 25 
per oent per annum but the homJeea they buy - from 
and sell to eaoh other, which are chiefiy the traders’ 
hoondeea bearing the shroffs* own endorsement, rule the 
flUes in the native betsor and ve genatally rujgotiat^ 
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•di duilttg the buay aaenn, at from 5 to 8 per deni 
dlaoount The; alao dlaoount their endoraementa 
pretty largely with the Presidency Banks when rates 
are low and discontinue doing so when they rise above 
S per cent. They also speculate largely at times In 
Government Paper, especially duiing the off-season, 
hut rarely or ever hold it or lend on ii"* 

ihe bank rates are usually regul ated by the intensity 
of deiuand for money required For financing the export of 
Indiaif staples to foreign countries and the supply of raw 
materials to large indigenous industries. The money 
supplied by the shroffs usually goes to finance the local 
movements of the staple crops from the fields to the 
markets. Funds miy be taken from the b.inks to return 
the advances made to dealers by shroffs and in that way 
the two money markets come into contact with each 
other. When money is tight, the Presidency Banks will 
attract deposits for short periods by offering higher rates 
of interest and put up their lending rate at the same time. 
The rates are naturally high in the busy season and low 
when trade is slack thus the half-year ending 30th June 
witnesses higher rates than the other six months when 
there are no crop.- to be moved. Thb following table 
gives the maximum and minimum rates during the font 
years, 1913-1916. 
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168 , RMtfveTNasorySyxtem.— While on thil 
queition of the bank rate in India, we may refer to the 
prolonged controversy which has raged round the reserve 
treaanry system of Government and the artifidal strin¬ 
gency which is alleged to be created by it. It is 
contended that by locking up crores of rnpees in its 
treunries the Government causes, in the busy season, 
n scarcity of money, and a regular system under 
which loans may be made to the Presidency Banks 
during the time of monetary stringency, has been sug¬ 
gested. Government has granted such assistance from 
time to time, but it is natunily reluctant to develop 
it into a regular system which it will be bound to 
follow. 

This is a long-standing grievance of the banks and 
financiers in India, and it was accentuated by the ihct 
that during the five years 1908-13 Government balances 
mounted unusually high and the Secretary of State having 
withdrawn a large portion of them, lent them to approved 
honowers or deposited them with banks in London. So 
far as the qnestion of a high bank rate in India and the 
reserve treasury system of Government is concerned, we 
do not think ttut having at their disposal crores of public 
deposits kept with them by Government, the Presidency 
Bsnb can reasonably complain against the reserve 
treasury system though we do not understand why Indian 
funds should be lent in England and should not be placed 
at the disposal of this country. 

In two Notes which he wrote as far back as 1888 and 
1899, on this subject. Sir James Westland put up a strong 
defence in favour of the existing system. He pointed out 
that there eras no analogy between the position in 
England and tint in India. In England, the diminution 
of the balance in the Bank of England by the whole 
saontttitbddsntthecnditofthe Exchequer would be 
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■ inutll ux upon the whole banking halanoe o( the place ; 
and Moondly "the nexus between the Bank of England 
and the general anilable cash of the country is infiniteljr 
doter than that which exists in the case of the Pre* 
lidency Banka.”* 

Now that banking is progressing rapidly in this 
country, the Presidency and other banks must stand on 
their own legs and not look up to Government for assist¬ 
ance every time. The fluctuations in the bank rate 
between the busy and the duil season are, no doubt, great, 
but Government have to conserve their resources in view 
of demands likely to be made upon their balances, and 
can not be expected to place them at the diq)oaal of 
banks. The Government of India hold the view they 
laid down in a letter written to the Secretary of State in 
1900, »ts. 

” Begatding the general danger involved in the 
financing of trade by the Government we have before 
us the words of Lord Salisbury's Despatch of 6th May 
1875, ‘capital supplied by Government, and not re¬ 
presenting the savings of the eommuni^, is a resource 
on whose permanence no reliance can be placed, and 
which therefore tends to lead the trade into dangerous 
commitments.' The warning oonveyed in these words 
still holds good. The Ftesidenoy Banks have ex¬ 
cellent reserves. It may readily be admitted. But 
those reserves could not. In the peculiar alnumstanoas 
of India, be suddenly converted into cash, and It 
seams, therefore, undesirable that the account of one 
depositor, and. that one, a Government exposed, as tbs 
Government of India is, in a most unusual degree, to 
sudden calls and emergencies, should oooupy a 'posl- 
tfon of sudh dangerous importance.” t 
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la Ukfaig a reiiew of bit finaneiBl stawardilkipi 
Sir William Meyer obierred in the Viceregal Cornell that 
one of the problemi he had viihed to tackle, had to* 
(erence to the periodical money stringency which is a 
characteristic of the busy trade months of the year in 
India. As the policy of Government of locking np funds 
in its treasuren had been subjected to strong adverse 
eritidsm, the Secretary of State's assent wu obtained to 
a modification thereof and it was decided to make loans 
to the Presidency Banks in times of stringency. Sir 
William had to face a diflSoult situation of finandal strain 
caused by the war and he found it benefidal to deal 
liberally with the Presidency Banks by keeping with 
them larger balances, leaving in deposit, till actually 
required, the proceeds of public loans and avoiding the 
lock up of funds in the reserve treuuries.* 

But this does not solve the' problem of periodical 
monetary stringency and of the lock up of funds in 
rsssm treasuries, because in view of emergencies 
Government feels it desirable to maintain its own reserve 
and cannot rely upon the Presidency and other banks. 
We may aipeet the State Bank when it comes into bdng 
and the system of treasury billrtried during the war, to 
render the reserve trmsuriea superfluous and wasteful. 

169. Snvingn Bankn.— Post Office Savings Banks 
have always provided people of the middle class with tba 
oonvenionee of a secure means of depositing their small 
savings, and they have bean availed of by all those who 
did not care to speeidate and run after higher rates of 

* Spiak Mia h iHHBiim Iks FicMcW Bwnhm te iSiS-ia 
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IntoTMtuddiTldendat the riek to the nfety of tholr 
monej. 

“In 1833 with the fellun of the oommenlel hooiee 
of Oeloutte, e Ofovemaent BsTinga Bank wae fomld 
to affoid to Euiopeani and Indiana alike a meana of 
Inveatlng their aavlnga apart from the nnoertaln In- 
fluenoea of oommeroe. Until 1883-83 the bnalneaa of 
the Gk>Temment Bavlnga Bank wae oondnotad bf the 
Frealdenor Banka In Oalontta, Bombay and lladraa 
and by Qoremment tteasniiea elaewhere. The Foat 
Office took over the management of them from that 
data and In the firat year of the eilatenoe of a Bavlnge 
Bank under the control of the Poet Offloe, a great 
ohange waa manlfeat and Gk>Temment had aotnally 
to take meaenrea to prerent a too rapid Inoroaaa In 
dapoalta. In 1911 the depoalta. Inolualve of Intereat, 
amounted to 17 ororea, of whloh ISii ororea belonged 
to India.’’| 

The depocite in the Poet Office Sayinge Banka form 
the unfunded debt of the Goyernment of India and are 
need by it for capital expenditure. Goyemment ie a big 
banker and it borrows and lends money. Its general 
balances are the source from which 'depoaitors are paid 
when they want to withdraw their money and on the out¬ 
break of the War there were heavy withdrawals which 
were all met from the balances. In 1914, Government 
offered certain additional facilities to depositors by raising 
the limit of the amount of their annual and total deposite 
u well as of their investment in Government securities. 
These facilities drew large deposits from the public, their 
total amount reaching 24 erores of rupees in 1914. 
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The following are nmeimporUntfipires in eonneo* 
tion with Poit Office Savings Banks 


Tear. 

No. of 
Depositors. 

Deposits 

(inolnsivs 

ofintsiestl 

With¬ 

drawals. 

Balance of 
Deposits (in- 
clnsive of 
interest). 

. 



iiii 

Bs. (1,000) 


816 

3,90,65 

3,50,97 

10,04,33 


1,116 


4,91,50 

19,99,26 


1,262 

5,94,83 

5,53,39 

15,18,14 

1909-10 

1,379 


5,36,90 

15,86,72 

1911-12 

1,501 

8,78,70 

6,80,72 

18,89,85 

1919-U 

1,639 

11,60,37 

9,04,76 

23,16,75 

1915-16 

1.660 

8,16,32 

1 7,73,46 

15,32,12 

1916-17 

1,647 

9,38,20 

1 8,10,79 

16,59,93 


< The normal ^wth of the deposits in the Post Office 
Savings Banks has been apparently arrested. The set¬ 
back received by them on the ontbreak of the War, was 
only temporary, and jt the amonnt of the deposits has not 
returned to the pre-war level, the cause is to be songht 
In the withdrawals by people for investment in war loans. 
The faflare of joint stock banks in 1913, diverted the 
flow of moiuy from them to the Postal Banks as 
Swadeshi banks had formerly attracted the savings of the 
middle class to themselves bv their more attractive rates 
of interest. These tendencies will be fonnd dearly re¬ 
flected in the fignraa given in the table above. 

The Presidenoy and joint stock banka have savings 
departments attached to them, and here there is an no- 
Hidted field which mast be properly exploited. Sasall 
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nvlngs of the people must be collected to finance trade 
and induitries and thus to promote the econooiic develop¬ 
ment of the country. Co-operative credit societies are 
now tapping this source, as we shall show in the nest 
chapter; and the general policy which Government has 
followed since the outbreak of the War in the matter of 
finance, will go a long way in teaching the people the 
habit of saving and lending. A special Post Office branch 
is tacked on to the public loans and contributions are re¬ 
ceived through the Post Office. The first attempt yielded 
about half a crore; and the cash certificates offered in the 
War Loan as also the opportunity given to contribute to 
other securities through the Post Office, is a step in the 
right direction,* 

ITO. State Bank,—We shall close this chapter 
with a reference to a scheme which has been before the 
country for some time of a central or State Bank for 
India on the lines of the Bank of France, or the Reichs- 
bank. In India, note issue is a monopoly of the State while 
in other countries it is a right conferred upon one central 
Bank, or upon a few banks on certain conditions. The 
Government, therefore, has to perform here many functions 
which orffinarily fall within the province of a tank. The 
State has its reserve treasuries and ordinary treasuries, 
supplies the currency required for thq movement of crops 
at different times and in different provinces, keeps its gold 
standard and currency reserves, meets Council bills and 
sells sterling drafts, borrows here and in England, and 

’■■Wehmnhrthn opoud np ambonowing HmcM, ud Inin Im 
•pccUlytolbipoitelHctloaattlialuttliieeloaiudto’.tlie cMh Mitifinta. 
Tlw toRiMr of .idllrfng tho PoBt Officfl to gvt into toQcit with tho noU 

ioTatw «M intradnod lor tbo fint ttae h iSzS-l6 nbea it gm ui,£ J mlUiM j 
vUlein l9lS-t7 it yUdod * little leu. But tkii yeu thepoetel uetiao ot the 
Wee Lou pradmd newly £ 1 milUon, • Iwgei earn thu *0 i^d by ordhaty 
1 - —j jf— TOft?.alt ud z9lS-z4i nbile the eaih certiSentw 

wDIbeiinslmatmtlileBiitywrottli^tteneibaiit £6) ndilioa (gnu) • 
nenltoBeeedingthaeeoCuyof our public I o w a befon tho pneont yow."-.- 
Spowh o( SIrWilllao s handneisg the Fhaodol Sittontnt far iSiS-ilk 
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Itndi to approrad bOROwen ont of its nrplui baUnoei. 
The nlatlon of all thew trantactioni and the ordinaif 
traniactioni of the mone^ market, mnit be veij intimate, 
and it ii maintained through the agency of the Fiesidenoy 
Banks. But it is felt that in the intereiti of trade and of 
the general public, it would be much better if Govern¬ 
ment transferred these functions to an independent 
bank, of course, carrying on its business, more or lass, 
under its supervision and control. 

A scheme for the amalgamation of the three Pre¬ 
sidency Banks into such a Central Bank, was formulated 
so far ago as in the year 1B67, but nothing further was 
done and the question formed the subject of discussion 
again in 1B99 and 1900. Both the Secretary of State and 
the Government of India were favourably inclined to the 
idea, but it was temporarily abandoned at it was thought 
that the time was not propitious, and • provincial and 
personal jealousies ’ were also a cause of the abandon¬ 
ment of the scheme. . It was revived thirteen years later 
end came up for consideration before the Chamberlain 
Commission. But the Commission declined to express 
any definite viewd on it and to make any recommendation 
about it. Mr. J. M. Keynes, one of its members, drew up 
an exhaustive Note dealing with the proposed Central 
Bank and attempted to show how such a Bank was not 
only desirable but also perfectly feasible. He has given 
an (mtline of the constitution and functions of an Indian 
State Bank and discussed arguments in favour of and 
against it. 

Expert opiiiion on this question seems to be divided. 
Some do not think that.one bank, however large it may 
be, will be able to satisfy the needs of such a continent 
as India, and they would like the three Presidency Banks 
to continue. They feel that what is mnted is only a suit¬ 
able adjustment of the existing machinery to the growing 
nquiremenrs of the country. They apprehend a danger 
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in thb'plkdng all the eggs in one basket* and are not 
lore that the position of Goverament will be improved 
with a central bank rather than without one. What ii 
wanted, they nrge, ia not a concentration of banking but 
more Indian banks conducted by Indiana.* There ia 
much truth in this view, but we do not disfavour the idea 
of a Central Bank provided the interests of the public are 
properly safeguarded and the economic development of 
the country is promoted thereby. 

In fact, the need of a large central State Bank is 
being more keenly felt every day. With the expansion 
of the paper currency and of the foreign and internal 
trade of the country, thp importance of properly organi¬ 
sing India’s financial strength has become very great. The 
Gold Standard and Paper Currency Reserves have grown 
enormously and have been invested in London. The 
time has, therefore, come when a large State Bank must 
be started in India either by the amalgamation of the 
Presidency Banks or independently of them. The State 
Bank will in no way retard the development of the 
ordinary banks; on the contrary, the position of such 
banks will be more secure with a centrll bank to support 
them, '^re is euough capital in India to finance such 
a bank; and through its branches it will keep in touch 
with the trade of the different provinces. It will likewise 
take up exchange businest and many of the difficulties 
which Government experiences in this connection, under 
existing conditions, will disappear. 

171. India's f*anM«ig Needs:—After the des¬ 
cription we have given so far of the condition of banking 
in India, it is not necessary to repeat that the need of 
axpaiuion in this connection is urgent. With respect to 
bimking facilities and the amounts bandied by banks, 
there is no comparison between the position of India and 
that of western countries. The total aggregate deposits 

*lNWiWs»AdfNNla4l^ 
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of Britiih banki, ezdniivo of the jSank of Englanij', >t tho 
end of 1915 were £ 1,271,000,000, and including the 
Bank of England, £ 1,433,000,000. At the end (rf 1914, 
the ootieiponding amounts were £ 1,167,000,000 and 
£ 1,322,000,000, while at the end of 1913, the dapibiiti 
and ounent accounts of the joint stock and private banks 
were £ 1,070,000,000 and, if the deposits of the Bank of- 
England are included, £ 1,420,000/X)0. Several English 
banks have, each of them, deposits larger in amount than 
the total deposits of all the Indian banks put together I 

While the deposit per head of the population in Eng¬ 
land is above Rs. 470, the corresponding amount in India.' 
can not be put at a higher figure than Rs. 5. The follow¬ 
ing tables will be found instructive:— 

Population of areas served by the Presidency Banks and 
the per capita deposit in each Bank, 


Kamerf 

Beak. 

Aiw lenred by the Benk 
(Heed office end brenebee). 

Tcdelpopn* 
l^CDOf 
the trie et 
lait 

Total 
prirete 
depoeheift 
the Book 
Id x9x6. 


' 

(1.000) 

(1,000) 

Bank of 
Bengal 

Bengal, Burma. Assam, 
Bihar andOrissa, Central 
Provinces, United 
vinoes, Punjab, Delhi, 
Korth-West Frontier Pro¬ 
vinces, and the Hydera¬ 
bad State. 

S06,S88 

' 

21,43,61 

Bank of 
Bombay 

a 

Bombay Presidency in- 
oluding Sind, Berar, and 
Indore. 

33,116 

13,67,09 

Bank of 
Madras 

Madras Presidency and 
Mysoisb 

52,023 

9,60,17 


0«pcdt 
per heed 
of pops- 


I'M 


4-13 


m 


* The terns nteteenoiotiSii Mid huIaiktliepopidttloB o( NiKfl 
. !!<■ *11W ewm sulseil timdiriw 
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Yw. 

PnddaCT 

Bwki 

ud 

Bnochei. 

SsobioBt 

toki 

(Depotdtoin 

lodboaly). 

IndIn 

JflInt-StQck 

BmU 

Totol. 




(1,000) 

HHj 

Thirty years ago (1888) 

9,77,12 

4,16,60 

1,14,86 

15,08,58 

Twenty years Bgo(1898) 


10,15,31 

5,38,19 

31,45,60 

Ten yeare ago (1906)... 


18,08,73 

11,55,49 

60,17,15 

1907 . 

31,47,04 

19,17,01 


64,64,34 

1908 . 

31,87,32 

19,51,52 

16,26,09 

67,64h93 

1909 . 

35,84,79 



76,61,31 

1910 . 

36,58,01 

24,79,17 

25,65,85 


1911 . 

38,58,29 

28,16,90 

25,29,11 


1919 . 

40,n,48 

29.53,62 

27,25,98 

96,91,08 

1913 . 

42,37,16 


kl0,34 

97,51,04 

1914 . 

45,65,60 

30,14,76 

18,37,12 

94^7,48 

1915 . ... 

43,49,96 

SHI 

18,78,64 

95,83,06 

1916 . 

49,91,45 

Hi 

25,72,28 

1,13,67,51 


ITSL Sanmary^Bnnkinghas always been regard, 
ed in this eodntry ns an honourable and IneratiTe profit 
don, and bankers have oocnpled a Ugh stains in society. 
Rulers borrowed from the banking houses funds to carry 
on wars on the security of their rerennes. Bonking waa 
often hereditary in certain families. They financed tha 
inde bf the country and sold drafts or Mundia, Tbnf 
took dapoeits and gave loans, small end large. Besides 
these big bankers and banking houses, the PedUu, money. 
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lending was and is carried on by Banias, Mahajans and 
Saraphs. The latter dealt in precious metals and adTsuoed 
monies on solid security. They were money changers as 
well as money-lenders. Most oE the financing of the trade 
and industries of the country is stilt in the hands of this 
class of banker aid money-'ender. and those occupying' 
'high status among them are steadily adapting themselTes 
to the modern conditions in the midst of which they live. 

The indigenous banking houses and bankers are thus 
rendering a valaable service to the people, and modern 
banking is only a growth of the last hundred years, 
peculiarly marked during the last generation. This bank, 
ing was initiated by the Agency Houses of Calcutta and 
the Presidency Banks of Bengal, Madras and Bombay. 
These enjoyed the right of note issue, which became a 
monopoly of Government in 1862. At first, the Slate 
contributed to the capital of the latter Banks and was 
represented on their boards of directors. In 1874, Gov¬ 
ernment, which used to keep all its balances with the 
Presidency Banjos till that timo, fonnd it necessary to 
establish the ‘ independent treasury system' on account 
of the difficulty it experienced in withdrawing a part of 
its deppsit at the Bank of Bombay when it badly wanted 
the money. The Presidency^ Banks Act was passed in 
1876 which regulates the relations between these Banks 
and the Government. 

This Act imposes certain restrictions on the opera¬ 
tions of the Bau^ in view of the advantages they are 
allowed to enjoy. They can use public funds up to a 
specific limit without having to pay interest on them find 
also receive staled remuneration for the services they 
perform for the State. The Banks cannot borrow outside 
India and cannot deal in sterling bills. The conditions 
on which they may lend are also laid down. Government 
does not interfere with them further than this and in all 
other respects they are like any other private banks, The' 
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Preddeney Banks finance the interaal trade of the country 
and their deposits have grown considerably within the 
past few years. 

The Exchange Banks, whose operatims cover tho 
further East along with India, receive deposits in India as 
well as outside and monopolise the financing of the foreign 
trade of the country. They purchase sterling bills drawn 
by exporters of raw materials and use the funds realised 
from them in London to buy the drafts sold by the Secre> 
tary of State for India who thus receives the money re¬ 
quired to make his annual disbursements. The Exchange 
Banks also sell drafts on London for those who wish to 
make remittances and import sovereigns when this is more 
profitable than bringing funds by means of Council drafts. 

Joint stock banks are few and small and are a growth 
of the last few years. They were able to attract deposits 
by the prospects they held out of high rates of interest 
and people of the middle class entrusted them with their 
savings. This mushroom growth was the result of the 
industrial boom of 1905-6 but the banks were not properly 
managed and their funds were locked up so that the assets 
could not 1>e easily realised. Their position was unsound 
from the business point of view, and in, 1913 and 1914 
about fifty of the newly started banking concerns came 
to grief. The bank failures entailed loss and misery upon 
thousands, but they taught a lesson in banking manage¬ 
ment. The habit of saving, and banking is steadily grow¬ 
ing in the country, and more banks are required for 
financing the trade and industries of the country and 
utilizing cash that otherwise would lie idle The steady 
increase in the deposits in the Postal Savings Banks is an 
indication of the popular tendencies which were also 
visible in the growth of joint stock banks. 

Th: country has not got land and agricultural banks 
to help the land-owners and cultivators whose credit is 
smell and who have to borrow from the village sowkar at 
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azhorblUnt rates of Interest. Co^peratire oredh sod^es 
are doing good work in this direction but the field to be 
exploited is vast. Tbe industries of the country also 
require special banking institutions to finance them. 
FeouUar facilities have to be given to agriculturists and 
manufacturers and ordinary banka are not calculated to 
suit their purpose. With the backing of the StalSi many 
snob banks may be started with advantage to all concerned. 
‘ The bank rate is, of course, determined by the condi¬ 
tion of the money market at any given time, but there Is 
a complaint in India that the Government locks up large 
amounts of money in its reserve treasuries at a time when 
demand for accommodation is keen and thus the bank rate 
goes up to tbe inconvenience of the public. The Govern¬ 
ment of India has always held thqt the system complained 
of is absolutely sound and beneficial and that it must have 
an independant reserve on which it may be called upon to 
draw at any time. 

The Government ot.India and tbe Indht Office ore 
themselves big banking institutions, borrowing and lend¬ 
ing vast sums every year. It is suggested that this bank¬ 
ing work should be entrusted to a separate banking 
oonoem, a central bank, to be conducted on the -lines of 
the Bank of France or the Reichsbank of Germany. The 
amalgamation of the Presidoicy Banks for this purpose 
wu proposed, but after prolonged discussion the idea was 
given up. It vras revived before the appointment of the 
Chambnloln Commission which did not, however, specifi¬ 
cally consider the question and further discnssion was 
stopped by the War. Competent men have taken opposite 
sides on the question. While some think that it wWd be 
advantageous for tbe Government to hand over its bank¬ 
ing business to a Central Bank working under certain 
restrictions, others hold that this change of policy would 
be full of risk end vrould spell disaster. The matter stands, 
tl^re for the moment. 
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THE CO-OPERATIVE MOVEMENT. 

REFERENCEB, 

HenrjWuIff; PitypW9liaiikB\ Xr, Cairi'i report on theEcowmic 
CondiUon of India ; HeporlB of iho Taminn Coiiim>BBion»; Report of*tX« 
JXecan Rhift' JConmitiHion ; Correnfiondenee reapoding Agrieultural 
Banka in India : F. A. XieholBon: Raporl regarding the inBiituiion of 
Land and Agrieultural Bahha in the XadraB PraBideneyt 1BBS ; Report 
of the Commttee on tk$ ealnbliafimeni of Co-operative Credit Soeietiaa 
in India ; J. R. Oahill: Report on Agrieultural Credit and Agrieultural 
Co-operation in Germany ; Promneial Reporfarm Co-operative Boeiatiaa 
te India ; Ooverument of Indiana Reaolution of JBHon Co-operation; 
Maelagan Committee'a Report on Ctroperntion; Statementa sKoaingpro- 
greaa of tie Co-ojxvative Movement in India during the year igjG~tl. 

173. Prinelph of Go-operation,—Competition, 
specialization and concentration are three chief featurea 
which characterise the modern organisation of industry., 
They have led to production of wealth upon a vast scale, 
to increased efficiency, to reduction in cost of prodne- 
tion and to the cbe.ipeninfr of products. The advantages 
of the new system are undeniable. But it has brought in 
its train q number of evils and it is not an unmised good. 
Thus competition entails hardship upon ths weak and the 
backward, specialisation tends to turn the human being 
into a mechanism, and concentration creates a powerful 
class of cnpitalists and employers. The disadvantages of 
the factory system are patent and an effort is being made 
to minimise them in various ways. One of the ways of 
achieving this end is co-operation, 

There is co-operation of a sort in all departments of 
life and even in modern industrial organization, and iVis 
also compatible with competition. Employers and work¬ 
men co-operate, and no wealth can be produced without 
the cooperation of the agents of productiou, 
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“Oo-opeTatlon In its teolmlosl ssnss, hovsTst, 
msanl the abandonment of competition in dlitrlbu* 
tlon and in prodnotlon. In distributive oo-operailon, 
the cuetomen who are members of (he oO'Opsrative 
sooleties select one of themselves as manager of tbs 
store and share any resulting profit As they are ex¬ 
pected to make no purchase elsewhere, there is bo com¬ 
petition. Such co-operative stores are found princi¬ 
pally in Great Britain. They have never flourished in 
America because they have been unable to supply the 
commodities as cheaply ss the great departmental 
stores. In productive co-operation the object is to eli¬ 
minate the capitalist and to remove competition be¬ 
tween the workmen. The labourers elect one or more 
of their number to control the enterprise, and divide 
among themselves the gains."* 

Tbe principal object of co-operation, therefore, is to 
eliminate the middleman, the employer, and the capita¬ 
list. Workmen and consumers form themselves into 
groups and create a power by means of combination 
which, as individuals, they do not possess. The profits 
which are taken away by the middleman, the capitalist 
and the employer, can then be divided among the mem¬ 
bers of the groups; and they rejoice in a sense of indepen¬ 
dence. Some enthusiasts have unbounded faith in the 
principle of co-operation which, they think, will charac¬ 
terise and ought to characterise the economic organiza¬ 
tion of the future as it will remove many of the evils as- 
sociatod with the existing regime. They see in co-opera¬ 
tion an ecsnomic and even a moral force of great poten¬ 
tiality which will prove the salvation of modem society. 

174. ndwantages of eo-operatloB Take co¬ 
operation for purchase and sale as an example. The agri¬ 
culturist or craftsman who wants to buy se^ and manure 
of raw material, is at the mercy of tbe money-lender who 
is seller and capitalist rolled into one. The agriculturist 
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or oraitiDoan has no choice in the matter of quality and 
price and baa to submit meekly to the termi of the money¬ 
lender. If a number of agriculturists or craftsmen, bow- 
ever, combine for the purpose of purchase, they can buy 
on better terms, as regards quaiity and price. Similariy 
in the matter of sale. Societies formed for this purpose, 
can wait tiii they obtain better prices for the goods to'be 
soid, and the producers need not offer their produce for 
what it will fetch. When the cultivator is in need of 
money he is content with any price the merchant, who is 
often his creditor, wiii give him, but a co-operative so¬ 
ciety wiii make advances to its members and wili try to 
secure for them the best prices obtainable. 

An individual who wants capital for the ordinary 
conduct of his business has not much credit, and the 
money-lender, therefore, charges him a high rate of in¬ 
terest. He has no security to give aud the common bank 
cannot deal with small men like him. A society of such 
individuals, however, may command, on the joint security 
of its members, better credit in the mqrket and by orga¬ 
nization and seif-help, they may capitalise their honesty. 
When the element of risk ia eiiminated from the amount 
charged for loans, the rate of interest naturaily goes 
lower and the debtors benefit to the extent of the 
margin. 

A desire to eliminate the middlemen and to be self* 
reliant, teachM thrift and men learn to lay by and create 
capital. In co-operation the moral gain is as great as the 
material, and it elevates the masses by making them res- 
peot thsmselves. The advantages claimed for co-opera¬ 
tion may appear to be exaggerated, but where the prin¬ 
ciple has been properly imbibed, the benefit is real and 
lasting. We are told that as an effect of co-operation, 

"The idle man becomes industrious, the spend- 
ttrift fhrlft 7 , the drunkard reforms hie wars and be- 
oomea sober, the hannter of taverns forsakes ths inn. 
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the Illiterate,thoagh, a grandfather, learnetd read and 
write. It sounds like a tale from wonderland, yet it 
ii all sober fact."* 

The Maclagan committee on co-operution sums up its 
nature and benefits in the following words i— 

“The theory of co-operation is briefly that an iso¬ 
lated and powerless InliTidual can, by assooistlon 
with others and by moral development and mutual 
support, obtain in his own degree the material advan¬ 
tages available to wealthy or powerful persons, and 
thereby develop himself to the fullest extent of his 
natural abilities. By the union of foroes material ad¬ 
vancement is eeoured, and by united aotion, self- 
reliance is fostered, and it Is from the interaction of 
these influences that it is hoped to attain the effective 
realization of the higher and more prosperous standard 
of life which has been oharaotermed as 'better busi¬ 
ness, better farming and better living'.’'t 

The progress made by the co-operative movemeflt in 
India during the short space of a few years, has been 
characterised as ‘phenomenal.’ Co-operation in India is 
mainly directed towards the supply of cheap credit. The 
number of societies formed for the parpaae of sale, pur¬ 
chase or production, is comparatively very small. The 
movement is going forward by leaps and bounds and the 
number of societies in the whole of India had, by 1917, 
Increased to 33,036. the number of members to 10,45,425, 
and the working capital to Rs. 12,22,92,180. Compared 
with Iiermany and Italy, these figures are extremely low, 
but the movement in India is only a few years old, and 
the progress made in the first stage of its development, 
has been unequalled in any other country. 

175. The Problem In India.— The co-operative 
movement in India owes its inseption to the failure of the 
attempts made by Government for more than a generation 
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to eop« with the serious problem of the de«p4Mted poTsr* 
tj end growing Indebtedness of the cultivators who con¬ 
stituted the bulk of the population.* (1) With the estab¬ 
lishment of peace and orderly Government under British 
rule, the population of the country steadily increased, (2) 
The new form of revenue, judicial and police adminis¬ 
tration, as also the economic evolution which went on. 
slowly but surely in the country, disorganised the old so¬ 
cial and industrial system. (3) The new lairs and the 
systematic execution of the decrees of courts altered the 
relations between debtors and creditors to the disadvant¬ 
age of the former and strengthened the position of the 
latter.* (4) The rigidity of the system of land revenue 
collection and the facility with which lands could be 
mortgaged to sowkars, drove the rayat deeper and deeper 
into the mire of indebtedness. (5) The growing depend¬ 
ence of the people on agriculture as the means of sub¬ 
sistence, which arose out of the decay of indigenous in¬ 
dustries, intensified this evil, (6) The exhaustion of the 
soil went on apace, and no capital could be put into it if 
the land remained in the hands of the rayat, and fanning 
could not be efficient, if it passed into the hands of the 
money-lender. (7) Periodical droughts and famines caus¬ 
ed enormous losses and grave misery to the cultivators 
and rendered them more resqurcelesa and dependent, (8) 
A kind of material and moral depression seemed to brood 
over the mass of population; and to diagnose and find 
remedies for the disease became the most urgent problem 
that confronted the people and the State. 

This is the impression which is left on one’s mind by 
a perusal of the reports of committees and commissions 
which have investigated the problems of Indian fiunines, 
the rayat’s indebt^ess and poverty and the nature and 

* "Till pnniit on ^ mint e( iiWitaM b naSod aori imn bj tbs 
■■•ldtasq|adntieapndaNdbrl**> •BWiig pnpatr ud Ut, aot idarCid 

It tbt MadWa a( psoffe’-JiMi Cd4 

.H 




•{[M(t|i,of t|^ of land reyenus pieralent in tha. 

eonntry. For tbirty-Gre years before the passing of the 
Cooperative Societies Act of 1901, GoTeinment consider¬ 
ed the problem from time to time, and tried a number of 
pailiatives, all of which have been pronounced as failnres. 
It granted takmi advances to cultivators, passed Agri¬ 
cultural Loans and l-and Iiuprovement Acts, moderated 
fhe rigour of the law in favour of the agricultural debtor, 
and sought to restrict the power of the latter of alienat¬ 
ing his land. But these remedies did not go to the root 
of the disease and consequently there vras no improve¬ 
ment, Recurrent famine and scarcity focussed attention 
upon the evil and rules were made for mitigating the 
r^our of the collection of land revenue. At last co¬ 
operation came to be regarded as the sovereign remedy, 
and in 1904 an Act was passed launching tha movement 
nto existence, 

1T6, Pdbm of Early BIfortt,—A system of ad¬ 
vances to agriculturists from the treasury of the State had 
baen in vogna from the commencement of British rule in 
India uid the vations regulations connected therewith 
ware consolidated by Act 26 of 1871 amended by Act 
21 oi 1876. The object of this Act was 

"To deGns the- ppiposas for whioh,it was held to 
ha legitimate to plaoa a ohaige on tha land, as saeu- 
rlty for the repayment of advances mads by the State, 
to enable improvements to be oarrlsd out, and to give 
the Government a preferaUs claim on the land for 
such repayment”* 

After eleven years' experience, it was universally 
admitted that tha Act was a fiailue. The defects in the 
Act which were responsible for the failure, were sought 
to be remedied by Act 19 of 1888^the Land Improvement 
Loans Act, and an endeavour was alto made to encourage 
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the application of private capital to land. Thh act vtki 
followed next jear by !theAgrliniltarittt' ’Loam Act (1^ 
of 1884). 

"TJndat the former Act, nionoy la 'advanaed for 
ipeolSo purpoeea of land Improvemanti and n'nder the 
latter, for eeed, oattle, and other mleoellaneoae agrl- 
cultural purpoeea. But the objeote of die two Aote 
are closely oonneoted, for it will often be the case that 
In order to make efficient use of hie improvement the* 
cultivator will find it neceaaaiy to provide hlmeelf 
with cattle and manure, Well-geaiing and the like, if 
not with Beed.''t 

It is not necessary to refer in this place to the views 
expressed by the Deccan Riots Commission in 1876 or to 
the Deccan Agriculturists Relief Act passed in 1879 
which created a special machinery for inquiring into and 
adjusting disputes between money-lendns and cultivators 
and empowered courts to go behind the contract between 
the two, to cut down interest to reasonable proportions 
and to allow the debtor to pay off the debt by easy in¬ 
stalments. Experience of nearly 35 years of the opera¬ 
tions of the Act h disappointing and there Is a wide, 
spread impression that it must go. Wh’ile the debtor Is 
seeking tp take full advantage of the provisions of the 
Act, the creditor is too shrewd a person to lend under 
conditions which will inflict a loss upon him. It is bdier- 
ad that the Act has had a demoralising effect upon credi¬ 
tors and debtors alike, and a Committee of inquiry ap* 
pointed by the Government of Bombay, has suggest^ 
certain important modifications of the Act. 

What could not be achieved by the kind of mtes((rei 
described above, it wik bellbved, could be acoonKj^ltllied 
by the establishment of agricultural banks, and the sub¬ 
ject was much discussed in the eighties of the la4 oen- 
tnry. The position is well summed up inn deapatoh on 

^ kepotst tbs late IirlfWlaaCeuaWki. 
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the inbject lent by the GoTernment of India to the Secre¬ 
tary of State) det^ 31it May, 1884, thna 

“The utllltf of eimllai Instltntlona In Enrope, 
Amarloa and Anatialia is veil known to jovn Lord- 
ihlp, and we undeietand that In the Britleh Ooloniee 
eepeolally the ptograea of agrloulture and the Tarioua 
entarpilaea oonneoted &erewl&, have been mnoh ad- 
Tanoed by the monetary aaaletanoe thna afforded to 
'the onltivating and land-owing olaaaea. There are 
Indioationa that India, no leaa than the oonntrlea to 
which we have referred, anffere from want of loanable 
oapltal. The rate of Intereat la extremely high even 
when the aeonrlty la of the beat deaorlptlon, the agrl- 
cnlturiat when In need of money for the moat prudent 
purpoaea, haatopay BO dearly fora loan that It ab- 
aotbi the profit of hie bnalneaa The Deccan Byote 
Belief Aot, the Jhanal Encumbend Eatatea Act, and 
other almllar meaauna of an exceptional oharaoter 
have tended to nliere the peaaantry In aome looalitlea 
of a hopeleaa load of debt; but they hare not enabled 
the thrifty and indnatriona oultivator to obtain 
money for agrlonltuml purpoaea on eaaler terma or 
mon equitable oondltlona. We have endeavound to 
meet thie need*ln napeot of loana for land improre- 
ment but thia la not anfflolent The onltivator re- 
qnlna money from time to time for other phrpoaea, 
and It hai bean found that If ha can only borrow for 
one particular object from the Oovemmant, he prefera 
to deal entirely with the money-lender who will lend 
for all purpoaea What la wanted, therefore, la a pri¬ 
nt* bank which will in a meaanre take the place of 
the Tillage ninrer, bnt whloh will at the aama time be 
bound by the artlolea of Ita oonatltntlon to reatrlot Ite 
deallngi to the more loWent onltlTatora and to eupply 
capital at oomparatlTely aaay ratii and on equitable 
condltfona.” 

A number of public iplrited men In Poona and Bom¬ 
bay and ulio Gujarat, were pieparedj to make an experi- 
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mentln thii direction, and the Pnrandar Talukaofthe 
Poona District was selected for the purpose, A corres¬ 
pondence ensued on the question of the details of the 
scheme between the Poona Committee, the Government 
of Bombay, the Government of India and the Secretary of 
State. The late Sir William Wedderbum took a very 
keen interest in the matter, and on 19th October 1883, read 
a paper on the question at a meeting of the Manchester 
Chamber oi Commerce. Good fortune seemed to smile 
on the scheme and the authorities in India, Provincial 
and Supreme, were propitious. But in his Despatch of 
23rd October, 1884, the ^cretary of State raised a number 
of difficulties, making out the bank scheme to be an un¬ 
sound and impracticable project. Here the discussion 
pracb'cally ended end nothing further was done in the 
matter. 


177. Seslanbig of etMSperatloa.— The Famine 
Commission of 1901 reviewed the efforts which had been 
made in the direction of granting loans and relief to the 
agriculturists and suggested that the only eSeotive remedy 
lay in the establishment of agricultural or village banka 
of the R^eisen type which would carry on their opera¬ 
tions strictly on the co-operative principle, A similar 
conclusion had been already reached by Sir Frederick 
Nicholson of the Indian Civil Service in his comprehensive 
and instructive report submitted to the Government of 
Madras in 1895. 


“ In this nport he described the eystems of co¬ 
operation in force in European countries and examin¬ 
ed their applicability to Indian oonditiona While it 
was under consideration, a volume entitled ' People's 
Banka for Northern India,' was published by Hr. Du- 
pernez I. C. &, and a few small experimental sooietiM 
were instituted by Mr. Dnpemex and other officers in 
different parts of India. So long, however, as the 
traniaotloni of these societies were governed by the 
oonplloatad provisions of the Oompanies' Act; it was 
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impoiktblt to optot muoli ptograto and a Oonuttlttot 
waa, thanfen, appointed by Lord Onnon In 1901, 
under the Freildenoy of ^Ir Nwnrd Law, to report on 
the aotlon neoeuary for the eitabllihnent of oo- 
operatiTe aooleties on a proper footiiw. The Oommlttoa 
had the benefit of the adrloe of Ur. Henry Wolff, the 
leading authority in England on the snbjeot, and aa 
a result of its recommendations a Bill was introduoed 
, In the Legislative Council by Sir Deniil Ibbetson and 
was snbssQuently passed as Act X of 1904.*'* 

As co-operative credit in India is mainly intended to 
aasiat tbe agriculturist, it is natural that co-operative 
credit aodetlea in this country should mostly be of 
Raiffeisen type. The chief features of the Raiffeisen 
hanks are ‘ ( 1 ) limitation of area, so aa to secure mutual 
personal knowledge on the part of members; ( 2 ) low 
shares; (3) permanent indivisible reserve fund; (4) un¬ 
limited liability of members; (5) loans only for productive 
or provident purposes; ( 6 ) loans only to members; ( 7 ) 
credit for relatively long periods with facilities for re¬ 
payment by instalments; ( 8 ) the determination every 
year by the members of each society of the maximnm 
credit that may be held by individual members at any 
time aa well aa of the maximum total of saving deposits 
receivable and of loans that may be taken vp by the 
society; (9) absence of profit-seeking, dividends if paid 
being usually limited, as a.maximum, to the rate of 
interest paid by borrowers for loans; ( 10 ) office-holders, 
with the exception of the Secretary, not paid for their 
services; ( 11 ) promotion of the moral as well as the 
material advancement of members, and, in particular, the 
puchase of agricultural requisites for sale to members 
and often the procuring of agricultural machines vud 
implessents for letting on hire to members.’ 

These features of the village bank are oalcnlatad not 
only to supply the cultivator with cheap credit hut to 
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teach him to rambine with hie fellows for common in- 
teraiti, to practice thrift, to make productive use of his. 
resources end to build up his economic prosperity on the 
fooodation of self-help. 

" It is not meraly cheap and faolle credit that is 
required; it la a credit which must indeed be cheap 
and faolle in that it shall ever be at hand but it must 
be credit which shall only be so obtainable that the * 
act and effort of obtaining it shall educate, discipline 
and guide the borrower; it should be granted to those 
who have learned to think, to plan, to save; the 
method of providing it must teach the lessons of self 
and mutual help, and suggest the extension of those 
lessons to matters outside of mere credit; it must be 
safe not merely in eliminating the dangers of usury, 
but in being controlled, heedful and productive.’* t 

Credit societies, started and conducted on the princi¬ 
ple of another German philanthropist and sealous orgai> 
iser, Schulse-Delitssch, are intended for the benefit of 
urban people—unlike the Raiffeisen banks which srrva 
the rural population—artisans, small traders and profes¬ 
sional dasses. The founder of these societies also believ¬ 
ed in thrift, self-help and solidarity but as he dealt with 
the urban population, bis banks assumed a more business¬ 
like and less altruistic form. Schulie-Delitnch banks 
raise funds by shares as .well as hy deposits, and the 
liability, as in the case of the other kind of bank, is not 
unlimited. A considerable part of profits is distributed 
as dividend on the paid up portions of the shares. Loane 
are granted for short period and all services are paid.^ 
The area covered by the operations of these banka Is 
larger and the banks have generally an air of commercial 
and profit-seeking enterprise. Dependence on personal 
security, formation of character, rendering of mutual help, 

""lift F. MUhoiM’s Hipoit 
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oxerdM oE dgflant snpcrviuon o! the use of louu, pro¬ 
motion of moral restraints, of public spirit and of a feel¬ 
ing solidarity, are of the very essence of the co-opera- 
tire morement and these are the characteristic featnrei 
of the rural banks. The two types of popular banks 
appeal to two different sets of people, living in different 
environments and having different habits and needs. 
Bence the difference between the constitution and work¬ 
ing of the two kinds of banks. 

178. (So-operatlve Societies Act—When the 
co-operative movement was launched with the Act of 
1904, it was regarded as an experiment, and Government 
was anxious to steer clear of two extremes viz. (1) undue 
interference and control and patronage on the one side 
and (2) laiasafaire on the other. A Government officeri 
called the Registrar, was appointed for each Province to 
dry-nurse the infant movement and to be its guide, friend 
and philosopher as it steadily grew. Certain concessions 
were given to the societies by the State, and their profits 
and operations were exempted from the income tax, stamp 
duties and registration fees. The societies were likewise 
to be assisted with State funds in the initial stages of its 
development on certain conditions. 

The progress of the movement was encouraging, and 
it was found that the Act of 1904 was inadequate to meet 
the growing requirements of the-development: (1^ That 
Act applied to societies for the purpose of co-operative 
endit only, and not to cooperative societies of other 
kisdi, sudh as those establish^ for production or distribu* 
tion, and (2) to unions of sodsties in larger bodies so as 
to soente a large measure of non-official inspection and 
control and to fadlitate the raising of funds, (j) The 
Act classified sodeties according as they were ' urban' or 
'mrar and the prindple was laid down that as a general 
rule sodeties should be with unlimited liability. This 
d il tiact i on was found to be artificial and inoonvaniant» 
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and it wai proposed to recognise the distinction between 
societies with limited and those with unlimited liability 
while retaining the principle that agricultural societies 
must, as a general rule, be with unlimited liability. (4) 
The Act did not contemplate that societies with unlimited 
liability should distribute profits. While not encouraging 
this practice of distributing profits, the amending bill of 
1911 proposed to legalise it. A new Act, the Co-operative 
Societies Act, was passed in 1913 (No. II of 1913) embody, 
ing changes found necessary by seven years' experience, 
as indicated above. 

Two years later. Government came to feel that the 
time had come to inquire if the co-operative movement 
was proceeding along lines economically and financially 
sound. A committee was, therefore, appointed with Sir 
E. D. Maclagan as President, and it was instructed to 
direct its enquiry to " an examination of such matters as 
the constitution and working of Central and Provincial 
Banks, the financial connection between the various parts 
of the co-operative organization, the audit, inspection 
and management of all classes of societies, the utilization 
of the reserve and the manner in which reserve funds 
should be exhibited in the annual accounts.” From' the 
report of the Committee one gets a clear idea of the posi¬ 
tion of the co-operative movement in India, the nature of 
its organization, its strong and weak points and the 
directions in which reform is needed. 

Cooperative organization has for its foundation 
primary societies, agricultural and non-agricultnral, credit 
and non-credit. A number of these societies may be 
grouped into guannteeing unions as an intenne^y 
between the primary bodies and the central bank. If all 
societies in a district are closely associated with the 
central bank, there will be a large apex bank at the head 
of each Province, to balance the excesses and deficiencies 
In nenfa rJ banks and to supply them with the neceisaiy 
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fnndi. All the different limbi of thli eo^opentire 
otganim mnit be itiong end heelthy and capable of per¬ 
forming efficiently the dutiei entnuted to them if the 
monment it to make latiifactory progreu. A clear idea 
of the nditing oiganintion of eoKiperation in India may 
be obtained from the rammary of the report of the Mao- 
lagan Canmittee we give in a later part of this chapter. 

179. The Prewnt Poeltlon The succen which 
the co-operative movement has achieved so far, must be 
regarded ai qm’te satisfactory. And the following static 
tics will be found instructive■ 

L Oo-opentiva BoeieUia in India. 
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It will be leen from the above etatietio* that the 
amount of the working capital of the lod^ee ie increae- 
ing only a little faster than the number at members and 
the average jls Rs. 117 per member. The average number 
ofmemberiislesgthan46per society and this is attri¬ 
buted to the increasing proportion of. small agricultural 
sodeties. The average capitiu per society is only Rs. 5,309. 
The bulk of the societies ore credit institutions and the 
number of those dealing with prodnctioni sale and purchase 
&e., is extremely small. 

But it may be asked, to what extent hat the problem 
of the indebtedness of the nyaU, whieh the w^ratlxe 
movement was started to tackle, been solved ? When this 
test is applied, it will have to be admitted that only the 
Mnge of that problem has yet been barely touched. The 
eeononiic advantage oopotatlon confers upon the onlti* 
vntor or the craftanan is paunt j and the beneat of oheap 
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credit to igrianltanhai been acknowledged. But what ii a 
working capital of one or two croies of rupeea, for ini- 
tancO) of the societies in the Bombay Presidencf, to its 
popnlation and its needs ? It appears that for the solution 
of the agrarian problem reliance ought not to be placed on 
co-operation alone. It is not a panacea lor all economic 
and other erils and it has its limitations. In Germany 
where co-operation has proved such a signal success, 
besides people’s banks, there are several important agencies 
through which land-owners, both large and small, obtain 
long-term mortgage credit.* The resources and operations 
of these Land Mortgage Credit Associations, the Mortgage 
Credit Banks, the Joint Stock Mortgage Banks, the 
Savings Banks, the I«nd Improvement Fund and Annuity 
Banks and so forth, are on a eolosBal scale, t 

In India very little has been done in this direction 
and if the co-operative movement were to grow four times 
u large as it is at present, even then, not much im¬ 
pression will have been produced on the situation. 
Inquiries made into the economic ccndition of the rural 
population in different parts of the country, shows that 
cultivators and craftsmen are everywhere sunk in the 
mire of indebtedness and the problem of uplifting them is 
very urgent. We believe in co-operation and in its educa¬ 
tive, elevating value. But even those who appreciate 
the importance of the movemenl and are working to help 
on its pragreu, feel that more comprehensive and varied 
efforts must be made to raise the mass of the people to 
a higher economic and moral status. The GOTemmsnt 
must directly encourage the establishment of mortgage, 
land and agricultural banks and must, for tMi purpose, 
place funds at the disposal of such banking enterprise. 
Crores of India’s Reserves which are lent in England, may 

*SmJ, U.CiUU’iBipgit aa A(riadtiin] Ondit al A|iicultiinl Co- 
opwMiai la Gtraaer. 
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be nude BTuiBble in this country. In Ftinoe, Irehind, 
jBpen Bnd other countries such StBte help is given to 
agriculturists Bnd that example must be followed in India. 

Government officials and honorary Indian workers 
ere pushing forward the cause of co-operation with com¬ 
mendable seal and their endeavours are being crowned 
with encouraging success. But the ignorance of the rayats 
is the greatest stumbling block in their way, and in spite 
of everything that is said about the educational and moral 
value of co-operation, the true spirit of co-opeiation is 
seldom conspicuous among members of co-operative 
societies. “We regret to have to say,” observes the 
Haclagan Committee, “that the condusion has been forced 
upon us that in the majority of cases primary sodeties in 
I^a fall short of the co-operative ideal. Speaking 
generally, even allowing for the backwardness of the 
population, there has been found a lack of true co¬ 
operation.” 

ISO. Prospects.—Co-operation is a democratic 
prindple. It is the gospd of adf-reliance. But the 
illiteracy of the Indian masses does no( allow them to 
imbibe and profit by that principle. Members of sodeties 
feel that t^e loans granted to them come from Govern¬ 
ment and they are profuse in expressions of thankfulness 
to the Registrar, its representative. • They are also in¬ 
clined, in many cases, to run the sodeties on commerdal 
lines. Central banks and non-credit societies tend to 
become profit-seeking, capitalistic concerns, and it is 
doubtful how far the prindple of guarantedng and other 
onions can be understood by the ordinary cultivator. 
The work of starting, guiding and condurting these 
institutions has, therefore, to be done by a few public- 
spirited, enthusiastic educated people and they are often 
found bossing the whole show. 

A wider diffusion of education among the masies, 
a more sympathetic land revenue and general ad minli - 
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itntiont u eameit endMTonr to stimulate public spirit 
and an actiTO and oompiehensiTe attempt to promote the 
economic development of the country on the part of the 
State and of social reform on the part of the peoplej are 
needed to make the progress of the co-operative move¬ 
ment rapid and healthy. Taken by itself, the movement 
has given good results, and within its peculiar limitations, 
ImpMed by the existing conditions, it is capable of render^ 
ing valuable service. It is not only in the supply of cheap 
and facile credit that co-operation will benefit the culti 
vator and the craftsman; it will and ought to help them 
in the organization of purchase of seed, manure, imple¬ 
ments and raw materials and of the sale of agricultural 
products and manufactured goods. 

If local and communal industries, are thus organised 
in different localities, the resultant good will be immense. 
The principle of co-operation can be applied, as it is being 
applied in a few cases even to-day, in a variety of ways 
to put larger profits into the pockets of the producers. 
Certain areas are eminently suited to particular crops and 
industries. Without disturbing the old order of things, 
they can be brought within the pale of the oo-operative 
movement. The cotton, sugarcane, potato, groundnut 
and other crops can be dealt with in this way as also the 
weaving, leather-making, paper-making and oil-pressing 
industries. The problem of Ae fupply of pure milk to 
cities and towns is becoming more uid more urgent every 
day and dairies can be conducted on the co-operative 
principle. It is satisfactory to notice that endeavours are 
being made in this direction and it hardly admits of doubt 
thnt it they succeed, the resultant good will be appreciable- 

18L doM Notewortliy Polnta.—The progress 
of co-operation in India is looked at from different 
points of view by critics; and different lines of develop¬ 
ment are recommended. It is stated that while in 
othw ootmtriea. the co-operative movement hu bemi 
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fcMtered by private effort, in India it hu been initi¬ 
ated and is being spoon-led by the Government. The 
patronage of the State, however beneficial in riie early 
stages of its growth, will not, it is contended, make for 
genuine co-operation. The stimulus must come from the 
people and they must run the movement independently 
of Government. The State may assist societies, but it 
must stand out of the movement; otherwise the true spirit 
of co-operation will die out. On the other hand, many 
people feel that the co-operative movement will wither 
away if it is not patronis^ by Government. The public 
feels confidence in it because the belief prevails that the 
Government is at the back of it. 

The Registrar, who represents the State, possesses 
influence with the district and other authorities and can 
get many things done which co-operative someties, left 
to themselves, would find it extremely difficult to do. That 
officer can communicate direct with different administre* 
tive departments and has easy access to higher quarters* 
A co-operative society of cultivators would be handicap¬ 
ped in a variety of ways and would not be able to exercise 
influence if Government through the Registrar were not 
iMtiinit it. That officer is to members of societies, an 
authority'to whom complaints may be made and appeals' 
preferred. We entirely approve the view expressed by 
the Goverruaent of India ^th regard to the attitude of 
nSFiwV. towards the co-operative movement and think 
that they should net interfere in it and should not be in¬ 
different towards it either. They should be sympathetic 
and helpful withqpt being meddlesome. 

Here we are confronted with a dilemma. If Govern- 
nent patronises and meddles with the movement, we are 
told that the growth will not be vigorous; and if it is left 
to itself, it will not thrive at all. Government andh and 
In^eetion will be needed till co-operative unions and 
take the work upon thenaelveaandcan in^re 
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confident in the mindi of the people. The co-operative 
organLntion most be a complete and self-sufficient or¬ 
ganism. But it will be many years before that ideal is 
reached. In the mean time, uniona and district and central 
banks are being started and a kind of solidarity is being 
created by means of conferences. Men are also being 
trained to take up the duties of officials of societies be¬ 
cause without such training, the working of rural societies 
is found to be very difficult. It is refreshing to find 
people scattered in different parts of the country, who an 
infected with the genuine spirit of co-operation; but that 
spirit most be wisely diffused. It is a sign of the times 
that co-operation has begun to figun on the platform of 
political and social confennees that meet from year to 
year and the champions of the elevation of the masses 
must make it an important part of their programme. 

When co-operation has barely succeeded in touching 
even the fringe of the problem of rural credit and agri¬ 
cultural indebtedness, it is too much to expect that it 
should have spread to non-agricultural industries, to 
distribution and to consumption. This is a fruitful 
field and the need of co-operative stores and of sodeties 
of consumers in towns is great. But even here the 
difficulty is to make people appreciate the importance of 
the movement and to take to co-operation for their bene¬ 
fit. Like joint stock compaifies, co-operative stores are 
a novelty to the mass of people and hence the paucity of 
such institutions. The work of popular education in this 
connection is, therefore, most urgent and sodeties which 
are now being started for housing and other purposes, 
here and there, are calculate^ to encourage those who an 
interfsted in the progress of the movement. 

As things stand. Government has thought it necessary 
to inquire how far the present lines of development are 
gorreet and whether any safeguards must be provided in 
Older to enaure healthy progress. If aodotlai go on mltl- 
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plying withont nfRcient provision for supervision and 
inspection, and if they are not inspired with the true co¬ 
operative spirit, the movement may be overtaken with a 
disaster any day. Co-operative banks have also to steer 
clear of the dangers which threaten ordinary banks, and 
efficient management and strict audit end supervision 
must be insisted on, Better that the growth of co¬ 
operation should be slow but steady rather than that weal; 
and inefficient societies should be bolstered up or allowed 
to exist. The fate of the movement in India must depend 
upon the enthusiasm and the desire of the pecple to help 
and improve themselves by combined elfcrt. Education, 
in the large sense of the «’ord, slone can do it. 

183. Land Banks eontroversy.—There has re¬ 
cently been some discussion of the question whether the 
agrarian problem can really be solved by the spread of 
the co-operative movement and whether land banks of 
the Egyptian type are not necessary to free the rayat 
from the load of indebtedness under which he is crushed. 
It is contended on one side that the hopeless condition of 
the rayat requires a radical cure and co-operatira credit 
is only a palliative.* It is pointed out oif the other side 
that the history of Agricultural Banks does not show 
either that*they can wipe out agricultural indebtedness or 
make co-operative credit institutions superfluous. ‘ Non- 
co-operative agricultural banks may to a certain extent 
supplement, but they can never supplant co-operative 
cr^t institutions.' T 

A little consideration will show that there is an 
amount of truth in both these positions. The serious 
problem in India at which the Government has been 
tinkering for more than forty years, is the appalling 
indebtedness of the rayat. Co-operative credit societies, 
which came to be regarded as the sovereign remedy, can 

* D. B. ffidsi Agrlnhunl Baoki ia India. 

t * Wallk d Udia " fee l9i6, fi|i tiS. 
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not frankly boIto that problem. They will only supply 
short term and personal credit and cannot touch the real 
evil of the existing and long-standing indebtedness. 
Unless that millstone is removed from the neck of the 
helpless cultivators and they are enabled to carry on their 
operations freely and profitably, their condition must 
remain unsatisfactory. 

. Since 1870, Government has tried several measures to 
make loans to agriculturists on the security of their lands. 
These attempts should have been persisted in and should 
have been developed into large banking organisations. 
The Government considers itself to be the universal land¬ 
lord in India; and as Sir John Strachey observed in 1870, 
in this capacity duties devolved on it “ for the improve¬ 
ment of the land and for the advancement generally of 
agriculture, beyond the ordinary duties of a Government, 
and similar in kind to those duties which a good land-lord 
had everywhere to perform.” 

If the funds of the State had been liberally expended 
for the improvement of land and of the agricultural 
industry generally, the situation would have steadily 
grown better. The peculiar political and economic con¬ 
ditions in India required such a policy on the part of the 
State. As it was, the general economic decay and stagna¬ 
tion told on agriculture also, and the position was not 
adjusted to the ra'pidly changing circumstances. The 
system of granting long-term loans to cultivators to be 
recovered in small instalments, was strongly recommend¬ 
ed by the Irrigation Commission of 1903, and their princi¬ 
ple was generally accepted by the Government of India 
in its Resolution on the question, dated 30tb November, 
1905. But the amount of the loans thus granted has 
always been meagre, rarely exceeding 6 crores of Rs. for 
the whole conntry. 

Though this is all true, the importance of co-operative 
credit societies cannot be gainsaid. They supply a badly 
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felt want of the cultivator by providing him with credit 
where he haa none. Agricultural operationa are thereby 
facilitated and higher profits are insured. Credit societies 
very largely perform the same function as agricultural 
banks, and they are eminently useful to cultivators who 
have only small pieces of land to mortgage. They enable 
them to capitalise their honesty and, on the principle of 
self-help and mutual aid, to improve their condition. This 
is an aspect of the agrarian and the general economic 
question which should not be lost sight of by those who 
belittle the importance of co-operative credit societies. 

In India the State has got to undertake several duties 
which do not fall within the province of Governments in 
other countries. But in spite of this, if the co-operative 
movement grows along sound lines, it must raise the 
cultivating classes both materially and morally. The 
progress achieved by the people under the influence of 
that movement, will be more lasting and beneficial though 
much slower. The conditions in India with respect to 
indebtedness are in several respects similar to those pre¬ 
valent two generations ago in the continental countries 
of Europe where the co-operative moVement has now 
taken firm root. And if co-operation has helped to 
elevate the masses there, there is no reason why similar 
results should not take place in Ipdia provided other 
conditions are favourable. ' 

Reviewing the development of rural credits in Europ¬ 
ean countries Mr. James B. Morman observes:— 

“ If European experience covering more than half 
a century of co-operative personal credit and more 
than a century of co-operative mortgage credit, haa 
any lessons for American farmers, the most Important 
are:— 

(1) That organisation among farmers, has bean 
the basis of success in the credit system; 

(2) That education in the use of credit has pro¬ 
ceeded hood in band with organisation; and 
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(S) That panonal lupervlsion by th*' tuam 
themtelves anr their orsantiatlens and orir the nH 
of loane made only for produotlve parpoeee haa bean 
a prominent feature in the European eyetem- 

• In no Inetanoe has any OoTemment taken the 
' initiative In establlahins a rural credit eyetem. When 
legielation by any national Government hae taken 
■ plare, it haa uaually been for the purpoae of facilitat¬ 
ing or aiding the organiiation of farmera* co-operative 
eooietiea, and whan Oovammant aid hae been granted, 
it hai generally taken the form of loane at low ratea 
of Intereat made to local credit eocietiee throngh 
• central or regional credit banka, for a Government to 
take the initiative in eatabliahing, for example, a long 
time mortgage credit eyetem, would eeem to European 
farmera like trying to make a pyramid etand on Iti 
apex.” 

The State in India may make loans to n^culturiata 
and others through co-operative societies for productive 
purposes and the Miclagaii Committee has drawn the 
attention of the Government to this question. 

183. Maclagan eommittee’s Report.—A student 
of co-operation in India cannot dud a better source of 
guidance and information than the report of the Macla- 
gan Committee to which we have frequently referred in 
this chapter ; and we commend to the reader a careful 
perusal of that report. From it he will see what the 
movement has so far achieved and what it is capable of 
achieving. He will also know what are the weak and 
the strong points of tiie movement; and the directions 
in which it should develop will be clear to him. We 
can only offer here a rough and brief summary of that 
report i— 

Introdaetoiy. 

The report starts with a description of the dsprsss- 
sd condition of the lower olaisss and of remedial 
maejures attempted by the State to improve it, and 
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obiarrei that thii action having proved partial and 
Inoomplete, Government turned to oo-operatlon ae the 
moat hopeful method of dealing with the problem 
before it The moral aspect of oo>operation is then 
emphailied and It la stated that to tme co-operation 
alone it is that “Government must look for the ame¬ 
lioration of the masses, and not to a pesndo-oo-opera- 
tlve edifice, however imposing, which is built ii^ 
ignorance of co-operative principles. *’ The develop¬ 
ment of the co-operative movement is then traced 
from its inception to the time of the appointment of 
the Committee. The report then proceeds thus 

It was inovltahle in the beginning that credit 
societies should be mainly attended to but that a de¬ 
mand for non-credit forms of co-operation should arise 
was in itself a healthy sign. But such societies should 
arise spontaneously and satisfy a real need and a 
competent staff should be available to supervise them 
and deal with the eomplioated eoonomio problems 
involved. Several non-agrioultural and non-credit 
societies have been started for sale, purohase and other 
purposes. Societies for the benefit of weavers are 
welcome, but' attempts to rsotganixo village indus¬ 
tries on a more profitable basis should not be under¬ 
taken sporadically or fortuitously. ’ Certain types of 
societies like stores, often exhibit a tendency to ignore 
the moral basis of oo-o]^ntion and care should be 
taken by the Begistrar that co-operative principles 
are followed by such societies, and that they do not 
become merely commercial and profit-hunting bodlea 

Though the primary object of the co-operative 
movement was to tackle the agrarian problem through 
It, it is necessary that non-agrioultural societies also 
should grow op along with the agricultural. The 
wage^amiug, artisan and middle classes must be 
brought within the co-operative fold. Middle class 
nrban banks are not strictly co-operative, but iij the 
of joint stock banking faoUltlaa, they are 
Hhiy tn serve a useful purpose. With regard to banks 
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for the uie of large landed proprieta'rs, ooriaeponding 
to Land Mortgage Credit Aesooiatione, the eatabliah- 
ment of well-oonoelTed and well-administered banks 
of this type “ would be a measure of great valne not 
only to the proprietors themselTea but also to tbeOoT- 
emment, ” 

Primaiy Bocietiea. 

' In the case of primary sooieties it is on three main 
requirements that their soundness is based, m. (1) they 
must be oo-operative; (2) they must also be business¬ 
like and (3) they must be thoroughly well supervised. 
The area must be sufficiently restricted to enable 
members to exercise an effective mutual control, and 
their number should not be unduly large. Before a 
society is registered a scrutiny should be made into 
the kind of men it will deal with and their assets, 
working capital and so on, Teaching of oo-operative 
principles In various ways must be arranged and pro¬ 
per men must be selected for the post of secretary and 
as members of the managing committee. Some pro¬ 
vision is necessary for ascertaining the previous 
debts of members and, wherever possible, they may 
be gradually paid off rather than that they should 1m 
immediately cleared on admission. As regards the 
rate of the progress of the movement, there should be 
no attempt at forcing the pace and “except for special 
reasons, an increase in the nijmber of societies should 
radiate from existing centres of co-operation and 
should be based on a well-informed deeire to imitate 
existing good examples. ” 

The capital of primary societies is composed of 
four items, (1) shares, (2) deposits, (3) loans and (4) 
surplus assets or reserve fund. The value of shares 
should not be unduly large so as to create disabilities 
against poor members and a maximnm limit should 
be fixed to dividends. Value of shares may be deduct 
ed from loans granted to members and the prlnolpls of 
nnlimited liabitity or rather “ contributory unlimited 
liability " should be adhered to in the case of sgrlonl* 
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tunl oredlt sooieties. The amount of deposits locally 
obtained has been oomparatively small and “ unless 
as the movement pTogresses, then is a substantial in- 
onase in this class of deposits it will have to be con¬ 
fessed that co-operation has failed In one of its main 
objeots. ’* Compulsory deposits from members are not 
desirable; and the term of deposits should not ordi¬ 
narily be less than one year. Only two exceptions to 
this rule may be admitted: (1) short-term deposits are, 
useful for temporary accommodation to meet demands 
for loans, and (2) savings deposits when small sums 
within strictly marked limits are taken and dealt with 
on lines similar to those of the Post OfBoe Savings 
Banks. 

The total borrowing powers of a society are fixed 
by the Central Bank and the Begistrar.and the amount 
the society can lend is determined by this limit. But 
it is necessary for a society to fix the limit (1) up to 
which members as a body will pledge their liability 
and (8) to which members should individually be 
entitled to receive loans. Loans are given for the 
ordinary operations of agriculture and much assistance 
cannot be expected from co-operation for expensive 
improvements for which recourse must be had to Gov¬ 
ernment Period for which loans should be given 
must be carefully worked out in view of the objects 
for which they have been made. Personal security 
ought to be the rule and .sureties should be made to 
realise their responsibility. The mortgage of land 
should only be regarded as collateral security in 
addition to sureties. 

The competition of societies has brought down the 
rates of outside money-lenders. ' So long as the rates 
of BOoletieB are below those of the outside market, they 
cannot be regarded as excessive and there are many 
dangers in sudden or large reductions below such 
ratsa ’ It must be emphasised that ‘ unless loans are 
repaid pnnotnally, co-operation is both finanoiaily and 
sd^atiaBally an illusion; and no ezsitions ais wast* 
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ad whloli aim at aninilngpnmptitnda In thli reipeot! 
Diaputaa aa to aireara should ba rafanad to tha Ba- 
glatrai and if he so diraota, to arbitration. Tha Aot 
proTldas for this arrangemant Tbare la, howarer, a 
great dlffioultp in aaouring azaontion of tha daoiaiona; 
but it will not be adrlaable to accord to aooiatlaa tha 
privilage of aummary proeadure. An aSort should bs 
mads to build up a reservs fund so aa to maka tha 
, Boolsty ultlmatsly Indspsndsnt of outsids hslp. Tha 
surplus assets or reserre fund may properly ba em¬ 
ployed in the businass of tha soelety so long as proper 
proviaion is made for the neoessary fluid reaouroes. 
Under tha Aot one-fourth of the net profits must bs 
oanied to a reaarra fond and 10 per cant of tha re¬ 
mainder may ba used for any. oharitabla purpose with 
the sanction of the Beglstrar. 

Periodical audit and constant supervision are 
neoessary and for this purpose the offlolal maohinery 
must be sufflolantly powerful. The audit must ba 
oomprehanaive and thorough and should be carried out 
under State control at the present stags of tha oo- 
operative movement The time Is distant when tha 
work of making the original audit can ba taken np by 
sooletiss themsalvas. The work of anparvislon should 
bs oatrisd out by unions, oentral banks and other 
bodies maintained by the sooleties themselves., 

Osatral Banks. 

Though the operations of a ' oentral bank' may 
eover a larger area, it is usually expected to finanoe 
primary soolatlea within a single dlstilot or part of a 
dlstrlet Between such a bank and tha prlmaty 
aoeiatlss, there is, in aoma Provinces, the link of 
'guaranteeing unions' and their number in Burma 
is large.The union la registered as a society with 
limited liability and mutual guarantee is ailaotad 
by a rule that each guaranteeing society shall be 
liable for any default by a sooiaty in tha repayment 
of a loan raoonmenM by the union to tbs extent of. 
tha ansoBBt of its boisowinga fsoss hiu.. 
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mnAtti In thi tmlv* montbs pnetdinc a eall.” Thii 
kind of union la to bo stronglr noommended aa It will 
ba a gnat aooeaalon of itnngtb to tba moTamanb 

Cantnl banka perform the donble fanetion of 
balancing (1) the fanda of aooletlea and (2) aapplplng 
oapltaL There an now praotioallp no Central Banka 
which undertake outside buslnesa and oomparatlvelr 
few whloh lend to indirldnals, but the time aeema to . 
hare oome when steps should be taken to bring to a 
close In all oases the practice of granting anj loans 
exoept to registend sooietiss. A Centnl Bank should 
ooTsr as large an area as Is compatible with eon- 
vsnlenee and efficiency. Under existing oonditlona It 
la much better to adhere to the system of independent 
oentral banks than to have branohes of Provincial 
Banks. Ko loans should be granted to aooletles which 
are not share-holders. All shares held by individuals 
should be fully paid up and the use of ruerve liability 
is to be deprecated. 

The total liability attaching to aharea, whether 
held by Individuals or aooletles, should be limited to 
their face value. A maximum rate should be fixed for 
dividends, but It should be laid down oil some logical 
principle. The deposits of these banks will not serious¬ 
ly compete with those of joint stock banks. Amounts 
held on current account should be covered by suf¬ 
ficient fluid resourcea Sayings accounts may also be 
opened but certain precautions must be observed. The 
area from which deposits may come, need not be res- 
trioted. The oentral banks may reoelve advances 
from Presidency Banka and joint stock banka in the 
form of oaah credits. The system of debentures is not 
to be muob relied upon in this oonneotion. Loans to 
individuals are to be deprecated and oentral banka 
should not undertake any outside banking work. 
Credit of societies to which loans are to be made, 
should be carefully assessed, particularly where then 
are no unions In existence, and the objeets of tbs 
loans must bs slmiluly somtlnlsad. 

41 
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Tilt piilod at loans mnst be oondltioned br fte 
period forirbioh deposits are held, ae the former, nn> 
like the latter, is srithln the control of the Central 
Bank. ITnfortnnataly the practioe of many banks is 
not in aooord with this sonnd principle. Oaeh credits 
ahonld be giren to societies which are thoroughly 
well managed and oo-operatlTe in character. The 
security required from societies for loans ehould ordi> 
natily take the fonn of pro-notes and not the shares 
held by them In central banks. Every society and 
bank must have a reserve fund under the Aot, but 
besides the Beserve Fund proper, which in the ease of 
primary soclatiee, is built up out of the indivisible net 
profits, there are the ' field resouroes * which mn<t be 
carefully husbanded in order to enable societies and 
banka to meet the demands of depositors. In the 
absence of faollitleB for discounting co-operative paper 
this fiuld resource should, in central banks, be sufBoient 
to meet half the deposits due for payment within the 
next twelve months, a standard of one-third being held 
snlBeient in the ease of Provincial Banks. 

Frovinial Banks. 

In each of the major provinces then shenld be 
one apex bank which will oo-ordlnate and control the 
working of central banks which should be prohibited 
from dealing with each other or with Pnsldenoy or 
joint stock banks except through its medium. The 
Provlnolal Bank should itself be obliged to confine its 
dealings with co-operative institutions to Central 
Banks and leave to them the work of dealing with 
societies. The pnnnt organisation throughout India 
Is incomplete in this nspeot Although in starting a 
Provincial Bank individual share-holders may have a 
preponderating infiuenoe, representing the business 
element, its constitution should be so framed as to 
give to affiliated co-operative institutions an o^iortn- 
nity at no distant date of securing a majority of votes 
at Uu general meeting. 
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Tht m*n«gemant of a Frorlnoial Bank raqolraa 
more expert knowledge and exparienoe than that ef a 
Central Bank, and it is desirable that the management 
should be mainly in the hands of business men. All 
central banks should be induoed to beeome aAliated 
to the Provinoial Bank, and the latter should grant 
no loans to societies capable of being affiliated to a 
Central Bank. Long-period deposits are necessary to 
Provinoial Banks which should gradually aosumulate 
surplus assets and good liquid securities in order that 
dependence on outside agencies may be diminished. 
Their fluid resources should be sufficient in amount to 
cover one-third of the possible liabilities of the Banks 
falling due in the course of the ensuing year. 

The main business of a Provincial Bank should be 
to oo-ordinate and control the finances of Central 
Banks, utilizing their surpluses and supplementing 
their deficiencies, and they should not embark in 
business outside the co-operative movement except in 
so far as it may be found necessary to lend or deposit 
spare funds for short periods in outside institutions. 

Qensnl. 

It may be generally stated that if provision is 
made to minimise undue official influence, the move¬ 
ment shquld not be deprived of the moral and financial 
support which Qovemment servants give it Bone of 
the powers of the Begistru should *be devolved upon 
the Collectors. In certain Frovinoes the Colleotor or 
subdivisional officer is the chairman of a Central 
Bank. This practice is found to be beneficial and has 
Its obvious advantages but these officers should not 
hold positions on the managing committees of central 
banks tx-offido or as an invariable rule. The distriot 

officer "would stand as a well-wisher, equipped with 
file requisite knowledge and sympathy, but need not 
naooasarily have any Intimate oonneotion wifii the 
management or assume direct responsibility. ” 

' It is neeessary to co-ordinate eeonomle depart- 
AaiiSi .otAgrioalture, ladnatiy and Co-opetatiaBimder 
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• ilagl* offlotr of high itoadiag In laoh Frorlaoo, 'to 
bt oalltd the Development Commiuloner. There ihonld 
alio be an adviaorr ageno? at the head-ouartere of 
Government to deal with the many teohnioal and 
oomplez probleme which are arising in oonneotlon 
with oo-operation. This officer should be attached to 
the Government of India and he should make inquiries 
and tender advlost Agricultural loans made by Gov* 

■ emment under Act XU of J.881 and Act XIX of 1883 
should be granted to oo*operatlve societies themselves. 
There exists no agency in India " which can be relied 
on to provide the faoiiities of rediscount for co-opera* 
tive banks, and thereby give to their finance that 
sluticlty without which present stabiiity and the 
same progressive development of the co-operative 
movement appear to be difficult, if not impossible ”■ 
Commercial banks will not-voluntarily undertake this 
work, and if some arrangement cannot be made with 
the Presidency Banks, under which they will under¬ 
take tiie duty of rediscounting agricultural paper for 
Provincial co-operative banks, the only alternative 
solution appears to lie in the ettablishment of a State 
oo-operative apex bank. 

• 

184. Smiiury Tho problem of ratal, credit is 
two-fold: (1) to provide long-term credit to the farmer 
to enable him to payoff his old debts carrying high rates 
of interest and to undertake more or less costly agricnl- 
tural improvements; and (2) to supply the cultivator with 
short-term credit so that with its help he may carry on 
his normal agricultural operations with greater ease and 
profit. The method of achieving this double object is 
also two-fold: (1) to start mortgage end other land hanks 
with and without State assistance, so that they may ad* 
Vance to the land-owner and farmer the cheap capital 
they rmiuire for land improvement and otherpnrposes ; 
and (3) to teaoh the cultivators to combine with a view to 
obtiiiiing ctedit-on joint saouiity' and caiiyiog on. the 
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opantieni o{ their blab tnd lodetlai on tb principle 
of lelf'blp lad co-opentioa. 

The Govenunent la India tried the fint aiethod to 
tehleve bth tb objects itated above, and pasted tb 
bad Improvement Loans Act and the Agriculturists’ 
Loan Act in 1883 and 1884 respectively. Tbse eSorU 
were not, bovever, frnittul and the idea of an experiment 
of a land bank which was to have been made in tb Foone 
District abut tbt time did not materialise. But the in* 
debtedness of tb rayats and their helpless condition 
attracted greater and greater notice as the years rolled 
on, and attention was rivetted on the problem by tb 
widespread and disastrous famiues which over*took the 
country in Lord Cnrxon's time. The question was again 
examined end it was derided to resort to the second of 
tb two methods stated above. It was believed that by 
co-operation alone could the cultivator effectively improve 
bis condition and Government derided to help him by 
passing a special Act- Thus in 1904 was passed tb 
operative Credit Societies Act; and in the light of seven 
years' experience it was amended and expanded into tb 
Co-operative Societies Act of 1918. 

Co-operation not only strengthens tb economic 
position those who combine for obtaining cheap credit 
and for purchasing and selling under fiivonrable condi¬ 
tions, bnt it also exercises a'motal and generally elevating 
influence upon all those who come witUn tb pale of the 
movement. It teacbs self-help and thrift fosters 
public spirit. People learn to manage tbir own affairs 
and an atmosphere of solidarity, freedom and enlighten¬ 
ment is creatb. Tb co-operative movement is making 
headway in tb country, and since the Act of 1918 ms 
passed, societies and unions of societies bv» been started 
for purposes other tbn the mere supply of cheap credit 
Gnarantaring unions and district centra] bnb ate rising, 
on tlw fonadatun of prinany eoeietiee, and tb nosraaMt 
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TO glowing op 10 npidly and wldaly that Goreramont 
thooght it nooenary to appoiat tha ^clagan CommittH 
to inquire into ite position and poiiibilitiei. 

The essence of eo-operation is that the moreinent 
should he aninuted by the true spirit of self-help and 
aacrifice. Moral and material elevation of the people can 
be achieved only if they catch the genuine co-operative 
^irit. It cannot be said that from this point of view the 
ehuation in India to-day is quite satisfactory. The igno¬ 
rance and despondency into which the masses have sunk 
for generationsi impede the progress of the movement. 
If the State were to patronise control it too much, 
the life would go out of it, but it can still help in its pro¬ 
gress in various ways. The attitude of Government in 
India towards co-operations is nnexceptioiuble; its offici¬ 
als sympathise and help, but do not unnecessarily obtrude 
themselves on the movement. The State may, however, 
render more indirect help and in a wholesome way, by 
bringing about a general improvement in the political, 
aeonbmio and social condition of the people. 

Co-operation in credit, purchase and sale, is bound to 
do economic good to cultivators and other producers. 
There is so much wastage going on for lack of organisa¬ 
tion in agricultural production and in the marketing of 
goods. Middlemen, dioney-lenden and merchants absorb 
a groat deal of what ought to go into tha pockets of the 
layats, and the economic progress of the nation suffers. 
Co-operation is, therefore, a powerful lever by which the 
masaes may be raised materially and socially to a higher 
statue and the State and people must do everything they 
oan to promote tha development of the movement. 

Short-term and personal credit is being provided by 
cooperative societies, and the gains msd* moit be conso- 
lidaM before the area of operations is widely extended. 
Stikt andk and iBHteption by nnioasand osatialhaito ia 
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neeMHuy utd the latter, u well aa piOTincial baaki, mat 
brine more capital from outiide into the morement. The 
lodetiei, nnioni and banhi moat be condneted on Mund 
linei and then only the tree raccen of the monment will 
be tamed. The problem of long-term and mortgage aedit 
■till remaini nnsolTed and atepg haea to be taken to tackle 
it. Special banks dealing with this kind of credit will 
have to be started and land owners must be enabled tq 
raise capital by mortgaging with them their properties to 
be redemed within a fixed period by stated annual pay¬ 
ments. Owners of small landed properties and tenants 
must also be assisted to wipe off taeir indebtedness and 
to improre their properties. This is a very difficult ques¬ 
tion which the State in India has to take up, and it nmy 
encourage private enterprise to tackle it. 
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185, National Dividend,—We have so br oon- 
ddared questions lelating to the production and circula¬ 
tion of veslth, and must now proceed to discuss certain 
problems concerning the distribution of wealth. Con¬ 
sumption is the object of all wealth-creation, and the 
wealth produced by a community, must be distributed 
among its memVers in order that it may be consumed. 
The weaith produced by the co-operation of the nrions 
agents, who supply the essentials of production, consti¬ 
tutes a reservoir out of which those agents take out their 
shares- As Dr, Marshall puts'll, 

“The labour and oapltal of the oountry, acting on 
its natural resources produce annually a certain net 
aggregate of oommoditles, material and immaterial, 
inolnding servloee of all kinda This is true, net 
annual inoome or revenue of the country, or the n*' 
tlonal dividend"* 

Goods and services produced and rendered to satisfy 
the wants of the community by means of land, labour and 
capital, are the source from which these agents are re- 
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nranerated. Each agent has a claim to a share in the 
common stock, and naturally an increase in the total 
product means and ought to mean augmentation of these 
shares. The remuneration which the landlord receives 
for his contribution to production, is called rent; interest 
is the remuneration of the capitalist, and wages are the 
payment received by labourers. The entrepreneur wha 
brings together the agents of production and carries on 
the enterprise, is rewarded with bis share which is called 
profit. Specialization in production has now proceeded 
to such a length that different classes in the community 
have come to control different agents of production* 
though a combination of these last in the same hands is 
not uncommon. Shares in the national dividend obtained 
by these classes, correspond or should correspond to the 
contributions made by them to the production of wealth. 

In a previous chapter we remarked that the problem 
of production is the most important in India, that of dis* 
tribution being comparatively subordinate. But this does 
not mean that the remuneration received .by the different 
participants in wealth*creation, has no bearing upon the 
economic condition of society. And if one of them takes 
more out of the common stock than is due to him, the 
others have to suffer and tbpir loss ij likely to affect ad¬ 
versely the aggregate production, and therefore, the in¬ 
terests of the community as a whole. Hence the need of 
equitable and economically desirable distribution of 
wealth. The older economists trusted too much to the 
beneficent operation of competition but thedomiiutionof 
one class over another has led, especially under modern 
forms of organization of industry, to inequalities and to 
the rise of capitalism and socialism. The tenant and the 
labourer in India have not bad their doe while the landlord 
and toe capitalist have become wealthy and powerful. 
Being unorganised they have bod to be protected by tbs 
State in senral instances. 
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186. ProBti— Profit is the share of the national in¬ 
come that falls to the lot of the entrepreneur or manager 
of an industry. It is often times confused with interest 
and the ordinary remuneration of labour. Profit is, how¬ 
ever, like rent, the excess of the selling price over cost of 
production. The marginal producer is just able -to meet 
this cost, but the producer whose cost is less, derives n 
profit. In profit, as it is generally understood, there is 
always an element of wages or interest; but pure pro¬ 
fits, in a state of competition, depend upon varying 
prices and costs. 

The profits of Indian cultivators are thus regulated 
by the prices of agricultural products and the peculiar 
circumstances under which they produce. In times of 
scarcity, for example, the prevalent high prices favour 
cultivators in certain localities while their neighbours are 
great losers. The unsatisfactory condition of the Ameri¬ 
can cotton crop will thus send up the prices of the Indian 
staple but in this case it is the middleman who is more 
likely to get the advantage than the cultivator, though 
the latter does not fail to derive some benefit. Here luck 
or chance plays an important part; but permanent pro¬ 
fits are the result of permanent advantages an^ favouring 
circumstances, which are, however, discounted by compe¬ 
tition. The advantkge of good soil, cheap credit, irriga- 
tlonal facilities, proximity to markers, utilization of im¬ 
proved manures and implements are these factors. But 
the profits will diminish or vanish as these advantages 
are shared by other cultivators. This does not make im<. 
provements meaningless because what is lost in fai l ing 
prices, is gained in a larger output. And here we are 
speaking only of pure profits. 

Profit in the sense of a diferentiai gain, like rent, 
depends upon certain peculiar advantages vanishing 
when these advantages vanish. The opening up of a part 
of the country by railway or the establishment of a new 
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market in the vicinity, has made agriculture more pro< 
fitabie in certain localities while that advantage is de¬ 
nied to less fortunate tracts in the interior. But pure 
profit becomes a part of the cost of production and how¬ 
ever small it may be, it must bo earned by all in order 
that they may carry on their industries. 

Agricultural profits were comparatively steady when 
different parts of the country were isolated from on^ 
another and from the outside world, being disturbed only 
by scarcity or famine. But now India has been linked to 
foreign countries by railways and steamers, and compe¬ 
tition also plays a more important part than before in the 
determination of profits. The demand for cotton, for 
example, in foreign markets, acts upon the price of the 
Indian staple, and the profits immediately go up with 
rising prices though they may be intercepted by middle¬ 
men as pointed out above, and not always reach the bc. 
tual producers. While, thereto^, the cultivator in India 
may get out of the soil just enough to maintain himself 
and his family after meeting the cost of the cultivation, 
consisting of interest on capital, land revenue or rent 
and so forth, the profit will be only the ;ffages of labour, 
A cultivator working on dry land may earn Rs. 16 per 
acre and,on irrigated land twice as much. In certain 
circumstances, therefore, some margin will be left to 
him, which will be his prpfit. A farmer who possesses 
a large block of land enjoying the benefit of wells or 
irrigations! canals and who has a stock of plough cattle 
BS well as capital for seed and manure, is able to 
make good profit and is well off. But usually the cul¬ 
tivator is just able to maintain himself and his family 
with their labour and the income from the land owned or 
leased must be supplemented by wages earned elsewhere 
and in other ways.* Agricultural profit worthy of the 
name is obtained on 'irrigated land, for instance, where 
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ragar-ctne and lucb other crops are grown. Owing to 
minnteinbKilvIaionoflandand want of capital, the pro¬ 
fits of cultivation are usually very small. This fact is 
brought out in the inquiries which have been recently 
made into the family budgets of cultivators in different 
parts of the country. 

These remarks apply to the ordinary artisan or 
craftsman alio. Those engaged in domestic industries, 
the autonomous workers, will normally be able to get 
just enough to maintain themselves, that is, wages, un¬ 
less the demand for their products increases and enhances 
prices. As we have shown in a preceding chapter, they 
may not be able even to get these wages and may have 
to give up their callings. 

"TakingIndia,as a whole, although there has 
been an Inoreasa In inilustrial prosperity and develop¬ 
ment in the period between the oensuses of 1901 and 
1911, competition with imported articles and the pro¬ 
ducts of factories, orgahised on the latest methods 
and worked by machinery, have ruined many of the 
handicrafts, especially the handloom industry and 
compelled people to leave their ancestral vocations 
for other meanvof livelihood, notably agriculture.*' * 

Conditions created by the War, have favoured several 
claases of producers, who, in normal times, c6uld just 
make a living or led precarious lives, and they have 
enjoyed a temporary spell of prosperity; but the profits 
of these industries must disappear with the cessation of 
the war, unless economies are introduced in the mean¬ 
while or prices remain at a sufficiently high level. 

The profits of industries conducted on modem lines 
have been large enough. Cotton, jute and the mining 
industries have a margin left to them which has encour¬ 
aged the expansion of manufactures. “ The number of 
these is, however, very small. The rise of prices has un- 
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donbtedly benefited them in as much as the price of 
articles produced by them, has in most cases far exceeded 
the cost of production.’’ There ere, of course, ups and 
downs in the condition of these industries, and the scale 
of profit, in the case of the cotton industry, for example, 
is regulated by the stocks of piece goods in the market, 
the price of raw cotton, the supply of coal and so forth. 
But on the whole, in industries carried on with the assist¬ 
ance of machinery and on a large scale, the rate of profit 
is suflSciently high. The shares of joint stock companies 
are quoted at high figures and individual proprietors of 
such concerns, large and small, share in the industrial 
prosperity. The new mills and factories which are rising 
on every side, the gins and presses and the oil and flour 
mills as also sugar-cane crushers which are being set up, 
are evidence of the attractive profits that are earned in 
these concerns. It is also evidence of the diversion of 
industrial effort from one direction viz. the old, to others, 
the new manufactures. 

18T> InterestThe remuneration of capital in 
India is high, and it is nztorions that rates of interest are 
usurious. There is never a uniform rate^of interest any¬ 
where, much less in a country like India. In western 
countries, the rate steadily fell down till at last it has 
now beentaised by the enormous demand the War has 
made on capital throughout the world. Where competi¬ 
tion has free play and there*are banking facilities, varia¬ 
tions in the rate of interest are rare; but in the absence 
of these conditions, it rules very high. It is also high 
where the supply of capital is inadequate, and millions of 
British capital have thus been attracted to the Colonies 
and to foreigen countries. 

Mr, Datta’s inquiry led him to the conclusion that 
the rate of interest in India was steadily declining. He 
observes 

“ The rate of Interest on agricultural loans variea 
widely In different parte of India and even in the 
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same place, aoconliiig to the eiedibilitr of the cul¬ 
tivator or the eecurit; offered; thus in Bengal, it ia 
Bald to he 36 per cent' in Eastern Bengal, 37H to 75 
per cent, in the Central Provinces, anything from 
6 to lUO per cent, and in Miidras 6 to 36 per oent. It 
is, therefore, difSoult to collect eiatiaticB to show 
whether the rate has increased or decreased. But the 
general belief is that' the rate of interest has b.en 
'lowered except in some parts where restrictions havj 
been placed by law on alienation of land, thus reduc¬ 
ing the value of security. It seems from the evidence 
collected that this lowering of the rate has been due 
to increased wealth and a consequent increase in the 
numbe| of money-lenders who compete with each 
other in reducing the rate. Co-operative credit socie¬ 
ties have also doubtless contributed to these results 
in places where they have been constituted.” t 
But as capital is shy in India, it leceives a more 
liberal remuneration than elsewhere. The ordinary pro¬ 
ducer has no capital of his own and must borroty ' at 
ruinous rates of interest. IVithout the expansion of bank¬ 
ing facilities and the spread of education, interest rates 
are not likely to be lowered in this country. The war 
has made heavy demands on capital, and for years after 
the restoration of peace, its supply will be inadequate 
and therefore interest rates will remain at a ptetty high 
level. 

The rate of interest on Government and other secu¬ 
rities steadily declined for many years and only the War 
loans have n jw pushed it up. In the busy season, the 
rate for temporary accommodation is high and this rate 
is always fluctuating. Money-lenders can always com¬ 
mand a high return for their capital, and agriculturists, 
artisans, craftsmen, small traders and other needy pedple 
cannot borrow without paying a heavy price. There is 
an element of risk in these transactions, and the borrow- 
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ers are very needy. Hence the prevalence of usury over 
almost all parts of the country. 

IS8. Usury.—As in western countries, so in India, 
usury has always been condemned and the State has 
every where endeavoured by meaus of legislation, to dis¬ 
courage it. In 1914, the Government of India issued a 
circular letter to local Governments on the subject of t^ie 
feasibility of preventing the use of civil courts as an 
agency for the realisation of usurious demands by money¬ 
lenders. The issues raised in the letter were, (1) whether 
the courts are as a matter of fact at present compelled to 
give effect to unconscionable contracts and to enforce 
the payment of inequitable and extortionate demands; 
(2) whether, if the answer is in the affirmative, this abuse 
of the authority of the courts has attained such dimensions ' 
that it is expedient to take steps to remedy it; and (3) 
in what manner it can be prevented without engendering 
consequences more prejudicial to the interests of those 
concerned than exist at present. 

The main remedies, the letter went on to state, for 
the suppression of usury, were perhaps the following : 
(1) the fixing of a legal maximum rate of interest recover¬ 
able ; (2>tbe determination of a legal maximum amount 
of interest recoverable, commonly known in India as the 
rate of Oamdupat, and (3) the bestowal of authority on 
the courts to go behind a contract, re-open a transaction, 
and reduce the rate of interest to what is thought to be 
equitable. The third line of action has been embodied-in 
the English Money-lenders' Act of 1900. 

The Government of India aniticipated and stated the 
various objections that might be raised against the under¬ 
taking of any legislation on these lines. For instance, 
it was contended that it would interfere with private 
contract, that it would increase litigation and harrassthe 
ordinary operations of trade and it would be ineffective. 
There was much force in these objections, and the results 
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el the operetion of the Deccan Agricnltnrista’ Relief Aeti 
hare not proved very gaiiafectory. The Government of 
India itself wisely observed, in its letter, however, that it 
would not be right to argue that ‘ everything is the fault 
of the money-lender and that the debtor is always a 
blameless and injured innocent.’ 

. Usury laws have been con'demned by economists as 
a useless and undesirable interference with liberty, but 
this condemnation is based on the assumption that the 
loans rest upon the equality of business opportunity and 
the free competition of capital. “Under .such conditions," 
Sel^pnan points out,* “ usury laws are futile and worse 
than futile, because they either tend to evasion or become 
a drag on industry Where these conditions do not 
prevail, and the lender is in a position to take an unfair 
advantage of the borrower, it is necessary to protect the 
tatter. Laws in Franca, England, Germany and America, 
grant such protection to the borrowers, and in a country 
like India measures of this kind were absolutely neces¬ 
sary. As Gide points out, “ it is no more of a contradic¬ 
tion to aHow liberty as regards the rate of interest, while 
punishing those who make a profession of lending at a 
high rate, than it is to allow consumers the liberty to 
drink, while punishing publicans who supply drunken 
■en.” t 

The Government of India at last brought a usury bill,, 
based upon the ideas referred to above, before the Sup¬ 
reme Legislative Council. The object of the measure 
was approved on all bands and the passage of the bill 
through the Council, was not a difficult matter. The bill 
became law on 2nd March, 1918. 

189i Rant from Land —Having so far dealt briefly 
with the shares in the national dividend taken tor the 
eq>ply of bnsiness organisation and capital, and reserving 
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for the next chapter th* coniideration of the remanera- 
tion received by labour, we ahall proceed to the 
consideration of the share of the remaining participant 
in production, viz, land. The word ‘ rent ’ is nsed in 
common parlance to connote the price paid for the nee 
of a thing e. g. a house, a machine or a carriage. Bnt 
more often it is associated in the popular mind with the 
price paid or obtained for the use of land. This income 
from land is irrespective of the retnms received for the 
capital invested or the labour expended, and the theory 
which explains the emergence of land rent is ftmoiu in 
Political Economy. 

“ Bent is due to natural variations In soils, or to 
the varying advantages given to sites, not by the 
owners of the sites, but by the distribution of popula¬ 
tion and the means of transport. If the payment of 
rent were stopped, the fertility of good soils and the 
oonvenienoe of good sitee, would not diminish; for the 
rent reoeivers did not create and do not maintain 
that fertility and that oonvenienoe." t 

This character of lend rent, the limited supply of 
land, the national and economic importance of the food 
and raw materials land produces, the social eSeots of the 
possesaionxf land by a certain class in the communityr- 
all these factors have invested the question of rent with 
a peculiar interest. How land is held and owned, how it 
is hired out, how its produce is distributed and how the 
community is affected by land laws and land rent, are 
questions which have been hotly debated in all countries. 
Schemes of land nationalisation and of a single tax on 
land, have been discussed and the heavy taxation and 
absorption by the State of ‘ unearned increment' hava 
been advocated. It is, therefore, necessary to deal hare 
with the question of the land tenures which prevail in 
India, particularly because agrienlture is the predominant 
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industiy of this country und the welfare of the mass of 
the population depends on the system of land tenure and 
the share of the rayats in the produce of the lands they 
cnltinte. 

190. Hiring out Land.—The proprietor of land 
may either lease it to farmers and tenants or cultivate it 
himself. If the land belongs to the community, the Gov¬ 
ernment is the proprietor and leases it to tenants, who 
pay rent to it. If private individuals are proprietors, they 
receive the rent from their tenants. Where the first 
system prevails, there is complete nationalization of land 
which is the ideal of many socialists, who regard land¬ 
lords as parasites. The second system prevails very largely 
in England where the bulk of the land is o^ned by 
private proprietors. Hence the agitation in that country 
against unearned increment and the nationalization of 
land. Thirdly, the proprietor may cultivate the land 
himself, and France is the classical example of this system 
which also prevails in America. It is a system which is 
highly praised by economists and is held up to the imita¬ 
tion of nations where tenants cultivate the lands of 
proprietors. 

Under certain circumstances, farm tenure is econo¬ 
mically beneficial and socially unobjectionable. If the 
landlord takes interbst in his^ land, puts capital into it 
and improves it, the fact of its being let out to a farmer 
cannot be urged as a disadvantage of the system. But 
such landlord are few, and generally land is neglected 
and tenants are oppressed, lu the hands of the peasant 
proprietor, on the other hand, owing to ‘ the magic of 
private property,’ land becomes more productive end 
(tom the point of view of society, this is very desirable. 

' Even where land is hired out, the Metayage system,— 
under which the rent is payable in kind instead of in 
money and con^e in a proportion of the crop iiutead of 
Vng fixed for a term of yearor-^s preferable. 
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More has perhaps been written about the ajetemi of 
land tenure in India than in any other country, and it is 
after a prolonged and elaborate investigation and discus- 
sion that the rights of various parties such as the State, 
the different grades of landlords and of tenants, have 
been determined with anything like precisian. For 
more .than 125 years, these questions have been 
•debated and even now the controversies are not at 
an end. Many held and hold to-day that the State in 
India is the universal landlord, and therefore the land 
revenue received by Government is not a tax but is a rent 
which a proprietor may claim from his tenants. They, 
therefore, feel that land nationalization, which is only a 
distant and perhaps an unattainable ideal in other 
countries, is an accomplished fact in India except in those 
places where the Government has deliberately conferred 
the proprietorship of lands upon individuals. It is, there¬ 
fore, usual to exclude land revenue from the amount of 
the burden of taxation that falls upon the people, as it is 
supposed to constitute rent which tenants have to pay to 
the landlord, whether he is a private individual or the 
Government. ' 

191< State-Landlordism.— State-landlordism in 
India is not a mere theory; it underlies the land revenue 
policy of Government in actual praotice. If the State i 
the landlord, it is entitled to take away the whole of the 
rent, leaving to tho occupant the ordinary profits of 
agriculture which in practice may amount to bare sub¬ 
sistence and little more. Land rent is not always pure 
economic rent, being sometimes more and sometimes less 
than it, and Government in India, though it considers 
itself as the universal landlord, does not presume to take 
the whole of the rent but only a share of it. 

It is not officially denied that the portion of the in¬ 
come from the land claimed by the Government "was 
excessive and that the State demand was steadily mode- 
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nted.* Lord Comwallii’i Peimanent Settlement pro* 
ceeded on the prindple that the State was the proprietor 
of the toil. In that capacity it renounced its rights to a 
progrestlTe share in the rental of the land. But it was 
the rmt which was renounced; it was not rscffliw.t 
Mr. Wilson told the Legislative Council in I860 that 
‘land revenue could only be regarded at rent/ and 
Mr. James Mill spoke in 1831 of rent of land in India 
having always been considered the property of Govern¬ 
ment. Tbongb few have the hardi-hood now to reiterate 
the theory of state landlordism in all its nakedness in 
the face of its repudiation by authorities like the Court 
of Directors) the Secretary of State and officials and others 
who have studied the question dosely, the land revenue 
policy of the State is actually animat^ by the exploded 
belief and veiled references are made to it from time to 
time.! 

The assertion is found repeatedly made that land 
has, in the Bast, belonged to the sovereign from time 
immemorial, and that the British Government in this 
country only apcepted the prindple and followed the 
practice of the old rulers. John Briggstt has examined 
the subject at great length and combated the assertion 
about the State being the universal landlord in the East. 
He obserm 

s 

“The preceding portion of the book has, I tmst, 
proved that the occupant of the land alone was Its sole 
proprietor; that the demand on him for contributing 
to the support of the State, was a sort of income tax, 
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Tis. a limited portion of the pradnoe of hie eetate and 
that this portion waa fixed in <he tine of peace but 
liable to inonaee in time of var and that under all 
elroumstanoee, it left a certain eurplue profit to the 
owner, equiTalent to a rent. If oreover, I hope I have 
eatabllehed that the eovereign never claimed to be the 
proprietor of the soil, but of the land tax he collected 
through local agents and expended it in such a way aq 
the Oovemment thought fit.” 

In a despatch to the Secretary of State, dated 8tb 
June, 1880, Lord Lytton's Government observed;— 

“ We do not accept the accuracy of the description 
that the tenure (of land in India) was that of cultivat¬ 
ing tenants with the power to mortgage the land of 
the State and that land is the property of Government 
held by the occupant as tenant in hereditary succes¬ 
sion so long as he pays the Government demand. On 
the contrary, the sale and mortgage of land were 
recognized under the native Governments before the 

establishment of British power.It has been one of 

the great objeots of all the successive Governments of 
India since the days of Lord Cornwallis, if not to 
create property in land, at all events to secure and 
fortify and develop it to the utmost. The Government 
undoubtedly Is the owner of a first charge the amount 
of which is fixed by itself on the produce of all 
revenue-paying land in. India; but over the greater 
part of the Indian Empire it is no more the owner of 
the cultivated land than the owner of a rent charge 
in England is the owner of the land upon which it is 
charged. If the charge is fixed 'so high as to leave 
nothing for the cultivator, such a maintenance as will 
keep him from deserting the land, it may of course be 
said either that property in land does not exist or that 
it is worthless." 

The old rulers never claimed to be the proprietors 
of the lands of their subjects, and for the expenses of 
Government took a certain share of the produoebfthe 




898 


issuv looiroiiioB. 


flelda, estioiated at from one-tenth to one-sizth. The 
Mahomedan kings follovfd this practice and sometimes 
may have raised the share to one-third. So long as the 
tax was taken in kind, the system was most elastic and, 
in fact, the actual collection was adjusted to the yield. 
Even when in later years the grain share was commuted 
into money payment, the same elasticity was mainUined 
and Government rarely worked up to the standard rates 
laid down- 

193. Right of Proprietorship.— The British offi¬ 
cers who were confronted with the task of revenue ma¬ 
nagement in Bengal in the last quarter of the 18th cen¬ 
tury, were totally ignorant of the old system of land 
tenure and of taxation. They were confounded with the 
chaotic condition into which the province had been 
thrown and the. conilicting claims which were put for¬ 
ward to proprietorship of land. Old records were search¬ 
ed and scrutinised and different systems of assessment 
and collection were tried. But the confusion continued 
and at last Lord Cornwallis felt that there was only one 
way out of the difficulty and it was to recognize the here¬ 
ditary landlords, dbllectors and farmers of revenue viz. 
the Jamindars as proprietors who were to be held respon¬ 
sible for the payment of the dues of Government. 

Baden Powell has given ^an extremely interesting 
account of the different ways in which, in the course of 
history, rights of proprietorship developed in the differ¬ 
ent parts of India. The old rulers levied a tax on all 
lands except those which were deliberately exempted 
from it viz., lands possessed by court favourites or per¬ 
sons who were rewarded for their services to tho state or 
religious institutions. Jahagir and Inam lands were of 
this class. Lands really belonged to those who or whose 
ancestors had cleared and reclaimed them. But in the 
vicissitudes of fortune, in times of foreign invasion and 
civil wars, these proprietors were disposseued and were 
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reduced to the condition of tenants. These conquerors 
were themselves later on made to give up their owner- 
ship when another wave of invaders or immigrants came, 
and they became tenants o! a superior kind. 

Old princes and chiefs who wave thus brought under 
subjection, were often, as a matter of policy', continued in 
possession of their lands on condition that they collected 
and paid into the public treasury the tax levied upon 
their tenants, deducting and reserving a certain share 
thereof for themselves. Farmers of revenue and revenue 
officers of Government often made the lands, whose re¬ 
venue they collected, their private property. Leaders of 
turbulent and restless tribes took advantage of the con¬ 
fusion of the times and also became proprietors. Several 
families of Jamindars and Talukdars thus came to have a 
share in the produce of the delds cultivated by inferior 
holders and tenants. They and village leaders were re¬ 
cognized by the British Government who settled with 
them what they were to pay to the State out of the rents 
they received. 

193. Different Tenures.—The first two generations 
of British rule in India were spent in experiments in land 
revenue settlement. In Bengal the Stale dealt directly 
.with lanSlords, and the tax levied on them was made per¬ 
manent. This system was also adopted in north Madras. 
But in the North-Western Provinces, proprietors of large 
estates, Mahals or villages, jointly held by them in certain 
shares, were recongnized and a lump assessment was levied 
on the rente received by them. In the Punjab land was 
generally held by peasant proprietors living in village 
communities, each village collectively paying the land tax, 
which was revised at each new settlement as in the North- 
Western Provincee. Government in Madras was inclined 
to recognite such village communities they found in 
exittence there though the ties which bound the proprietors 
of land were not, like those in Northern India, ties of 
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blood and common ancestry, supposed or real, bnt ties oE 
a long residence in the «»"« locality and of common 
interests. But the village community was there not 
recognised and was broken up when the Rayatwari system 
was introduced in the Madras Presidency. 

In the Madras Administration report of lg55>S$, 
rayatwari is thus explained 

“Under the rayatwari system every registered 
holder of land is recognised as its proprietor—pays 
direct to Government He is at liberty to sublet his 
property or to transfer it by gift, sale, or mortgage. 
He cannot be ejected by Government so long as he pays 
the fixed assessment and has the option annually 
of increasing or diminishing his holding or of entirely 
abandoning it" 

The system in Bombay is also rayatwari and the so- 
called ‘occupant’ is as much a proprietor of his land as his 
brother, the Jamindar of Bengal, the only difference 
being that in the case of the latter, the land tax is perpetu¬ 
ally fixed whereas in the case of the former, it is liable 
to enhancement. 

“In Madrad; the Government Itself has stated that 
the distinguishing feature of rayatwari is the limita¬ 
tion in perpetuity of the demand of .the State, on the 
land. The rayats have thus all the advantages of the 
Zamlndari tenure. While thp State has a valuable 
reserve of waste land, whence as cultivation extends, 
its rssonroes will be augmented so as to meet the 
inereaslng demands on its finances which the progress 
of the oonntry will entail: and in practice this 
leading prlnelpls of rayatwari has never been 
infringed." 

But this principle of rayatwari it not observed in 
Madru and Bombay, and at each periodical revision the 
land tax it screwed up on the implied principle that the 
State is the landlord and is entitM to receive an increas¬ 
ing amount of rant from its tenants. 



bimBIST TSHtfBtt. 4dl 

tbree points must here be noted(1) The person 
with whom the State has settled its land revenue is the 
proprietor oE the land, be he a Jamindar, a village com* 
munity or a brotherhood or a peasant cultivating his own 
land, and in whatever manner the right of proprietorship 
may have been acquired. There may be inferior proprie* 
tors under them or proprietors having superior rights over 
them* 'The status' and the rights of these have been novr 
settled and their shares have been fixed; (2) except in 
Bengal and a part of Madras, the tax levied npon the 
Jamindar, the joint village, the brotherhood, the Malguxar, 
and the Talukdar, is subject to a periodical revision; and 
(2) in the case of landlords and joint village communities, 
the tax is a certain proportion of the rental or net assets, 
and in the case where the State deals direct with the actual 
cultivator, the tax is supposed to be a share in the net 
produce of each field. 

194. BReets of the System.—The economic 
significance of these features of the principal systems 
of lend tenure in India lies in their effect upon the 
condition of the agricultural industry and the cultivat¬ 
ing classes. Where a Jamindar, a Talukdar, or a Mslguzar 
has been recognised or created by Government to stand 
between itSelf and the tiller of the land, the State takes 
a certain well-defined share of the rent received by that 
landlord from his tenants, say 60 per cent. Such a 
large share could be justified on the ground of State 
proprietorship of land, but if it is a tax, it appears 
to be comparatively too heavy. In cases, as in Madras 
and Bombay, where the State deals direct with the 
cultivators, the Sute is supposed to step into the position 
of the landlord and to take a portion of the economic teat 
from them. If the Government is not the landlord, its 
revenue is not rent, and this laud tax of 50 or 60 per cent, 
and mote,—at one time and in certain areas, it was> 
avowedly as high at 70 per cent,—must be a oniihing 
It 
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burden upon the Bgrioaltmal indnrtry and cannot but have 
acted prejudicially upon the condition of the people. 
What ii more, the burden is liable to increase at every 
settlement because the State as landlord claims an in-’ 
creased share in the net produce of the land. 

These effects have been felt by the rayats for genera¬ 
tions, and the State was itself moved to soften the rigour 
' of its system. The latter fact is alone a sufficient con¬ 
demnation of the system of land revenue under which 
the State presumes to take rent from cultivators in its 
capacity (ff universal landlord. The system has become 
out of date and must be radically altered. Bnt so long 
as the principle of State land-lordism is there, animating 
the fis^ policy of Government, mere palliatives will be 
of no use. In the matter of other industries, if. a tax 
tends to fall on capital and to hamper their development, 
the State is called upon to and does refrain from impos¬ 
ing it. The agricultural industry, however—the premier 
Industry of the country—one which is admittedly in a 
deplorable condition, is exposed to a heavy tax which 
may amount to the economic rent. In his minute on 
Indian land revenue, Sir Louis Mallet remarked 

” On the one hand, we see a system which sweeps 
into the coffer of the State fifty per cent or more of 
the net produce.of the soil, thus diverting a fond 
which, in countries where private property is absolute, 
would to a great extent, find its way back again into 
channels of agricultural improvement Bnt the am- 
oont of the produce thus diverted is not only large— 
it is also uncertain.''* 

The old rulers did tax the land, bnt never set thett- 
lelvei up as the proprietors. They took one^ixth or one- 
eighth d the gross produce and the tax was taken in Und. 
Metayage prevailed largely in India as it prevails in 
oartain parts to-day, and was very advantageous to the 

* tNDBpri'‘OFmIiMentsU(dCsnga'’,pigMitt'ili> 
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oalti'ntor. The GoTemment took as a tax a share el the 
grain aotnally produced, and this tax varied according to 
the quantity of the yield. The commutation of the pay* 
ment of com into money payments and the rigidity of 
revenue collection, depriv^ the system of all elasticity 
and made the lot of the cultivator harder; and thus was 
it that sympathetic and careful students of that system, 
like James Caird, felt inclined to suggest a restoration of’ 
the old Matayer system. Taking the system as it was, 
Mr. Caird also recommended the conversion of the rayat's 
tenure into a free-hold. He wrote:— 

” Whilst the majority of the Indian onltivators 
may indeed find it neoessaiy to adhere to the Kative 
principle of continuous tenancy, a Government such 
as ours in India, should offer every facility for chang¬ 
ing the tenure to free hold, both because it can be 
done without loss of revenue and when done and in 
the process of doing, that change would enlist the 
willing help of the most numerous and most industri¬ 
ous classes in improving the yield of the land and 
unite their interest with that of the rulers through 
whom their possessions would be assured.” 

195. Retorm Needed.—A flourishing and con¬ 
tented peasantry is the backbone of a nation, and agri¬ 
culture may be described, at least in India, as a ' key 
industryand it is necessary for the State to pursue a 
policy which will promote the economic well^ing of the 
cultivating classes. It is for this reason that a peasant 
proprietorship is favoured in all countries. That is also 
the reason why a moderate assessment of revenue, which 
wiU not be enhanced for a pretty long period, if not a 
permanent settlement of it, has been recommended to 
Government.* If there is an outcry in England against 
land-lords and their unearned increment, the conditions 
there are quite different from those in India, and the 


Dsit’i “ Opm.Littcn to Lwd Csnos.* 



4M nrouir Boomima 

policy of the British Govemment in ameliorating the 
condition of the Irish tenantry is an example in point. 
John Briggs writes 

"We have bat one alternative, and that is to 
acknowledge, In the first place, the fallacy of that 
doctrine which assumes a right to take the whole 
surplus profit from the land-holder, and to recognize 
■ the opposite maxim that the more which is left in his 
hands the greater will be his means to contribute to 
the national wealth, and consequently to the public 
revenue, t 

But if the State does not, in its capacity of land-lord, 
take rent from the rayat, some one else will, as rent must 
be paid for land. No. If the cultivator is the real pro¬ 
prietor, the Mirasdar, § as in the Deccan, under the old 
mien, he has no rent to pay, though he may pay a small 
land tax. The bulk of the agricultural profits will remain 
to fmctify in his pocket. Is not the cultivator, however, 
extravagant and is it not better that the surplus produce 
should be taken by the State to be usefully spent on 
social improvements ? We leave this argument to refute 
itself. It will talie us into the realm of the theory of 
taxation but, at any rate, it knocks the bottom out of the 
theory of State land-Iordism. If the cultivator is extra¬ 
vagant, the artisan, the craftsman, the labourer, are all 
equally so,'Bnd if in a general' and equitable system of 
national taxation, the cultivator must pay a land tax at a 
certain rate let him be made to pay it by all means. Bn 

t Proett l.«iid Tu la India* 

I "His Minidar wu the freeman of the vlilagCi hu land was beritaUs and 
tnaifcr*i^e sad be held at ■ fixed aaaeiioent, though under tbs Mabratta 
OowaiBeat he was Uable to demands on accoont of extra cewes. In forouar times 
tbesameoltbilllraadBr carried loae degree cl diit'ncUon with it, aadtbe 
poritioa was regarded aiMen?iableaDe.*ss...The molt remarhable incident of 
MntBS was that it was ooDinallf at any rate not. lubject to foifestun tar 
dsfsoitafmesaspajpaentormDfortbe abaadoiimeot of hli xlUags hf the 
Uiraidar tmte he was sbiaot (or s longer period tbw thirty yesn.**—Selee^ooi 
froa Utt ot tbs Bombay GoTsmmentp Not PXXIV-^ew StriH* 
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then do not regard him as a tenant—an occnpant of 
Government land paying rent to the State. 

It is also urged that the value of land is steadily 
going un and thai it is an indication that the burden of 
the land tax is not heavy. There is so much subletting 
of land in the country, it is contended, and the under¬ 
tenant's can afford to pay rent to the occupant of lanj 
and maintain themselves decently ; laud revenue is like¬ 
wise paid without any difficulty all which goes to show 
that the’rayatwari and other Indian systems of tenure do 
not press on the agricultural classes. Land and rental 
values have indeed risen in certain parts of the country, 
and the comi-eiition of people who have no other means 
of subsistence and who liavc overcrowded the agricultural 
industry, is probably more responsible for this phenome¬ 
non than any thing else. The immobility of population, 
the dignity which is associated with farming, the prevalent 
notion that land offers a superior security for investment, 
are also causes which are present in varying degrees in 
different places. The Indian cultivator again is not to be 
compared with the English or American farmer, armed 
with capital and carrying on his industry on a large scale. 

196.- Protection of Tenants.—While, therefore, 
it is necessary that the theory of State-landlordism should 
be given up, peasant proprietorship should be encouraged 
and the land tax should be moderated so as to leave more 
in the hands of the cultivators, it is equally necessary 
that the interests of tenants and subtenants who pay rent 
to private landlords, should be properly safeguarded. The 
State has a duty to perform as much towards the tenants 
of the Jamindars and other landlords whose rental It 
shares as towards the peasant proprietors, the layats, 
whom it directly taxes. When Lord Cornwallis settled 
with the Bengal Jamindars and made the tax they had to 
pay permanent, he expected not only that the payment of 
State revenue would become secure, but also that the land- 
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brdi would Improve their estates and that the condition 
of the tenants under them would steadily become better.* 
But these expectations were not fulfilled and the state of 
the Bengal tenantry continued to be deplorable for two 
generations. 

The land tax in Bengal was pitched sufficiently highi 
being nine-tenths of the rentali and as it was permanent¬ 
ly fixed, the tenants could not pay their dues to the land¬ 
lords. Hie tenants had little protection against exactions 
and ware harshly treated. Security of State revenue 
required that the Jamindars should be enabled to collect 
thdr rents from their tenants with ease; otherwise they 
would not be in a position to pay the land tax to Govern¬ 
ment. Regulations passed in 1812 and 1822, gave little 
relief to the tenants, and one important duty of the State 
which ought to have been discharged early in the last 
century and which practically formed a part of the general 
policy of the Permanent Settlement, was neglected. 

Tenants, all the world over, require protection against 
landlords, and it is extended to them in the form of fixity 
of tenure and fair rents. While the Government of India 
dealt with the Jamindars and took as its share a certain 
portion of the rental, it left them tq collect whatever 
rents they could from their tenants. For a long time the 
status and rights of different ^inds of tenants in the 
various Provinces had remained in a condition of uncer¬ 
tainty. Inquiries were, however, made, and in the course 
of the latter part of the last century, the position of the 
tenants was defined and their rights were secured. This 
is a piece of work done by the State, the importance of 
whl^ it is difficult to overestimate. 

As we have already pointed out, landlord rights had 
grown up in a variety of ways, and it was no easy task 

* " I ihould hope tliot the profit, of the Zomiodan woold Ja tt— —— 
thiipiDportioaCiiioodcnthioItberental) hj• duoottatloD to tho hapm» 
not o( dair Itndi and tho ououngeinefit ot thdr Ropota”—John Shon. 
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to determine the landlords' relations to the different kinds 
of tenants. A wave of immigrants came into a province 
and reduced the landlords there, the descendants of the 
first settlers, to the position of tenants. The latter had 
rights, however, which were superior to those of the other 
cultivators who came later. Thus there were in Bengal 
the Talukdars and Tenure holders who occupied a specially 
favourable position which had to be recognised; and the 
Khod-khast rayats or those who cultivated the lands where 
they resided, were, therefore, given leases without any 
limitation of period as against the Pykost rayats or those 
who cultivated the land of villages where they did not 
reside, and who held their lands upon a more indefinite 
tenure. Tenants-at-will stood on the lowest rung of the 
tenure ladder. 

197. Tenancy Seta.— It was in the year 1859 that 
the first modem Indian tenant law was made in Bengal, 
and in 1885 the Bengal Tenancy Act was passed, removing 
the defects of the earlier legislation and more elaborately 
securing the status and privileges of all classes of 
tenants. 

e 

" The Act provides that every rayat who has held 
any land In a village for 12 years, acquires thereby a 
right^f ocoupanby, and 80 to 90 per cent, of rayats 
have such rights. A small number of rayats hold at 
fixed rates of tent and the remainder are without a 
right of ooonpanoy. Even the latter, however, cannot 
be ejected except in execution of the decree of a com* 
potent court, nor can their rents be enhanced at shor^ 
er intervals than five years. The'Act was amended 
by Bengal Act I of 1907, with the object of giving 
greater facilities to landlords for the collection of rent 
and at the same time of guarding against enhancement 
of rent -by collusive compromises, and removing the 
ambiguities, anomalies and defects brought to light by 
twenty years’ experience of the working of the Act" * 

* Ssenairi Bapgit n tie Monl sad Jlsteiitl CeotiHoe e( India; IM, 
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The Bengal Act of 1859 was extended to the North* 
Western Provinces and it gave the right of occupancy to 
all tenants who had occupied their lands continuously for 
12 years. The Agra Tenancy Act of 1901 provided that 
the change of a holding or disposssession for less than a 
year should not operate as a break in the period of twelve 
years. It also provided that a lease, unless it was for at 
least 7 years, could not bar the accrual of occupancy 
rights, the object being to induce landlords to grant their 
tenants long-term leases even if they did not wish that 
the tenants should acquire any rights. The rights of 
non-occupancy tenants also have been secured and if 
their rents are enhanced, they are entitled to hold lands 
at those rents for at least five years. 

The position of the tenant in the Central Provinces 
is much stronger than elsewhere. There the Government 
determines, at each settlement, not only the amount 
payable to itself by the landlord, but the rent he is to 
receive from his tenants. The right of the "absoute 
occupancy " tenant is heritable and transferable, subject 
to pre-emption on the part of the landlord, and includes 
fixity of rent for the term of the settlement. The occu¬ 
pancy tenants have their rents fixed at settlement 
which are liable to enhancement by a revenue officer at 
intervals of not less than ten years. The position of 
‘ absolute occupancy' tenants is special and their rights 
cannot be acquired, but the rights of the other class can 
be obtained by the payment of a premium of years’ 
rental. By the act of 1898 the rents of non-occupancy 
tenants have been fixed at settlement and exhorbitant 
rents are liable to be reduced, the right of transfer being 
withdrawn as in the case of occupancy tenants. 

In the Punjab, half of the land is cultivated by 
peasant proprietors and some ten per cent. Is held by 
tenants, who, on historical grounds, have been reeognitad 
ai occupancy tenants with special rights and the remaning 
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40 p« cent, ii held by tenantf^t-wfll. Oeonpanoy 
tenants are protected by law from arbitrary eject¬ 
ment and enhancement of rent. The other tenants 
may be ejected or hare their rents enhanced, bnt if they 
are ejected, they can claim compensation for improve¬ 
ments made by them. By the Alienation of Land Act of 
1900, the Punjab Government sought to remedy the evil 
of the passing away of lands into the hands of moneyed 
classes from the possession of the old agricultural tribes, 
by imposing restrictions on alienation, 

In the Jamindari areas of Madras, the rights of 
tenants have been secured by the Madras E^tes Land 
Act of 1909 which repealed and re-enacted the old Madras 
Rent Recovery Act of 1865. The main principle of the 
Act is that every cultivator admitted by the landholder 
to the cultivation of the estate lands has the status of an 
occupancy rayat who is protected against eviction so long 
as he continues to pay the prescribed rates of rent. 
Enhancement of rent is allowed only on certain clearly 
defined grounds and a non-occupancy tenant also may 
acquire occupancy rights under certain conditions. 

198. Bombay Teaurea-— In the rayatwari tracts 
of Madras and in Bombay, the rayats are in reality, as we 
have shown above, proprietors of their la|}ds, subject to 
the regular payment of tl)e land tax to Government. 
There are other tenures in the Bombay Presidency besides 
the rayatwari or survey tenure, but they are confined to 
small areas and to a small section the population. 
There is the Inam tenure, under which Government has 
alienated a part or whole of its claims to revenue. 
Grants of full or partial exemption of land revenue vrere 
made by former rulers as a reward for servioes done or to 
be done and to religious institutions. They have been 
continued on certain coirditions and services have been 
commuted, in several cases, into money payments. The 
Talnkdars of Gujarat are the descendants of old ruling 
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families, and pay /oms to the Govenunent which is either 
permanently filed or liable to enhancement. There are 
also the Fan/a, Mehwasi, Narwadari and Bhagdari 
tenures in Gi^ant, under which the landholders pay to 
Goremment either a quit rent or the usual assessment 

The Khoti of Ratnagiti and Kolaba districts, were 
settlers of villages and collectors of revenue, on whom 
proprietory rights were conferred. The class of culti¬ 
vators called Dhartkaris, who are the descendants of old 
settlers, are not their tenants, however, and only pay the 
survey assessment, thus occupying a privileged position. 
But other tenants have to pay to the Khots certain addi¬ 
tional amounts, and the land-lords are responsible for the 
collection and payment of the assessment into the Gov¬ 
ernment treasury. In Ratnagiri this tenure is governed 
by a special Khoti Act of 1H80, which has not, however, 
been wctended to Kolaba as it should have been. The 
question of protecting the tenants of peasant proprietors 
or survey occupants in the Presidency, is under the con¬ 
sideration of Government, as it is felt that the rights of 
these tenants alsp require safeguarding. 

There is nowadays a tendency among the tenants 
of private landlords to show a spirit of 
and to resist aqy extra demands of a feudal 
nude upon them their landlords who never lose an 
opportunity to raise their rents. As elsewhere, there are 
landlords and bad landlords in India, and the posi¬ 
tion of tenants will not improve unless their relations to¬ 
wards those whosb lands they cultivate are regulated 
by contract rather than by custom. The relations bet- 
ween the two parties have, therefore, become strain^ in 
several places. The inquiry into the eonditjon of the 
tenants of indigo-planters in Champaran in Bihar and 
the agrarian legislation it has recently led to, revealed 
an astonishug state of things there. The Hn-khaUi sys¬ 
tem andsr which the planters oon^elled the to 
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grow indigo in certain selected portions of land, tbe low 
price which was paid for the produce, the exactions which 
were levied hpon the cultivators under the names of 
Sharabai and tavan, have all been condemned and the 
tenants have been emancipated from their condition of 
serfdom by the recent law which was strenuously oppos¬ 
ed by the indigo-planters, a majority of whom are 
wealthy Europeans. 

199- Redemption of Rent,— The pronsions of 
the tenancy laws are calculated to make the cultivators 
feel a sense of security and freedom and to encourage 
them to pursue their calling with greater interest. These 
measures are, therefore, economically and sbcially most 
beneficial. The landlords complain that their rights have 
been invaded and that the laws press severely upon them. 
The ideal system of tenure is that which makes for efiSclent 
farming and creates a happy peasantry. The tenancy 
laws must be so framed and worked that friction between 
landlord and tenant will bs minimised and not intensified. 
In England, agricultural income is assessed to the in¬ 
come tax and the land tax is allowed to be redeemed, pro¬ 
ducing barely three quarters of a million at the present 
day. Certain i tip rtant concessions and deductions have 
been allowed since 1:196 wth icgird to the payment of 
the land tax. We should lixe to see this system in¬ 
troduced in India. 

There is, likewise, an obligation upon the State to ' 
impose upon itself tbe same restrictions in its relations 
with the rayats and landlords whpm it taxes, as are 
imposed upon landlords by the Tenancy Acts. It has, 
therefore, been suggested that tbe rayati should be 
allowed and assisted to redeem tbe obligation to pay an 
annual land tax, and to change the tenure to freehold 
property,—at least to lighten tbe burden of tbe land tax so 
long as this is not done. Similarly with regard to privata 
landlords, it has been suggested that the State should 
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enooottge and facilitate the redemption of rent and 
other charges paid by the rayats to the Jamindars and 
reTenue free and tenure holden. This is the direction 
which agrarian reform should take if a prosperous, sturdy 
and contented peasantry is to be created out of the 
present thriftless and poverty-stricken mass of cultivators.* 
We shall refer to this question again in the chapter on 
Taution. 

It is suffident to remark here that land shoald be 
held in such a way that the tenure will promote social 
well-being. The problem indeed is not easay. If land 
passes into the hands of non-cultivating classes, agricul- 
tare is likely to be neglected, but it will be equally 
neglected or will be inefficiently carried on if the culti¬ 
vators are men without capital and enterprise. Land trill 
pass to those who save from those who do not and 
cannot save whatever measures the State may take to 
prevent this transfer. Lord Cornwallis, it was believed, 
brought English ideas into this country, unauited to its 
peculiar conditions. It was proper that English land¬ 
lords should be supported so that they might supply 
senators, sages and heroes to the nation. In In^, 
however, it was stated, 'we do not want generals, states¬ 
men and legislators—we want industrious husbandmen'. 
The State has, however, to guard against the danger of 
having neither an opulent nobility nor a sturdy yeo¬ 
manry. That is the problem to be faced. 

300- SUMBary.—The total wealth produced by the 
various agents of production by co-operation with one 
another, is the national dividend out of which they take their 
shares as remuneration for their contribution. Profits 
are the eioeptlonal gains obtained by organisetsof indus¬ 
tries owing to peculiar temporary advantages, and usually 
they are nothing but wages of a kind of labour. Except 

“Pnaiiaa UndLegiilitiga wd tbi BvigriTaiHKj 
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in the cue of certain crops and in certain circomstancesi 
the agricultural industry does not yield profits to speak 
of. Ordinary handicrafts and industries are in this 
respect not very different from agriculture. But many 
of the manufactures and trades, are a source of profit to 
the captains of industry and men of enterprise. 

The rate of interest is pretty high in the country, 
end the number of people who earn interest in this way 
is considerable. Before the outbreak of the War, there 
was a tendency for the rate of interest to go down; but 
now it has shot up to a high level. Those who formerly 
invested in Government and other securities^ were con¬ 
tented with 3^ or 4 per cent; and now those who have 
money to lend can get as much as 6 per cent, and more.' 
The professional money-lenders are not satisfied even 
with this high rate, accustomed as they are to 15 and 
20 per cent. 

There is rent, the remuneration of the landlord, 
and it rises with the increase of population and the 
increase of prices. Economic rent is not, therefore, the 
result of the landlord’s labour and the taxation and 
absorption of it in the interest of the 'community, 
is alwa^^s recommended. Private property in land is 
defended on the ground of sodal utility, and the 
systems of land tenure preyalent ima country, the share' 
of land produce falling to the lot of the tenant and the 
rent which is extorted by the landlord, are questions of 
great importance from the point of view of large classes 
in society and of the community taken as a whole. 

Feasant proprietorship under which the cultivator 
of the land is also its owner, is commended as most bans* 
finifti, economically and socially; and where landlordlun 
prevails, efforts are made to emancipate the tenantry 
and to encourage peasant proprietorship. In India, tbs 
State acts, on the theory that it is universal landlord and 
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is therefore entitled to receive rent from the land of the 
country. Government must, therefore, mther act upon 
the principle that the land revenue is merely a tax on 
agrioultnral profits or so lighten the burden of the revenue 
demand that cultivators should be encouraged to improve 
their own economic condition by the larger margin left 
in their hands. 

In all Provinces where the State deals with the land¬ 
lord, leaving him to receive rent from his tenants, it has 
taken legislative measures to protect the latter from 
exactions and ejectment. These measures were overdue, 
but now the interests of tenants have been properly 
safeguarded: “Occupancy tenants have been created 
and enhancements of rents are controlled. The status 
and the rights of tenants as against landlords, have been 
made definite and even those who do not occupy a special 
privileged position, have been given some protection," 
In Rayatwari tracts, rising prices of agricultural products, 
have led to enhancement of rents, but landlords elsewhere 
can make such enhancements only under certain well- 
defined conditions. In the Central Provinces rents to be 
. taken by Malgusars are fixed by Government at each 
settlement. 

Landlords do not, of course, apiwove of suA restric¬ 
tions imposed upon tto liberty to deal with their tenants. 
From the social point of view, the protection of the 
interests of tenants is absolutely necessary, but landlords 
would not be wrong if they claim to be as justly and 
liberally treated as,the State wishes that their tenants 
should be treated. The relations between landlords and 
tenants are, in places, becoming strained and the latter 
are no longer willing to be governed by custom. This is 
perhaps inevitable under the circumstances, and the State 
has idways to support the weaker party. Care should, 
however, be taken to see that the rights of landlords are 
not unttecessarily sacrificed. Members of noa-agrknltuiri 
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clasMs hire ont their lands and there is competition 
among tenants who pay high rents. The State has been 
anxious that lands should not pass out of the hands of 
cultiTators, and in the Punjab legislation has been resort¬ 
ed to for the purpose of restricting the cultivator's power 
of alienation. In Bombay a new non-alienable tenure 
has been created, but there is no tenancy law. 



Chapter XT. 


WOBEMEN AND WAGES, 

SXFESSNCJiB 

ICuiball: .* Eeo»omiet «/ Induttryi Priets and Waget in tndia\ 
Indian Fa^crg Comminitm'8 Report; Report of the A nan Laleur 
Inqnirg Committee ; B« H. Fremantle: Report on Inquiry into con- 
ditioaa of labour m the United ProvineeB : Keatlnge .* Rural Beenong 
in the Bombay Deeean f Frotaaet'al Land Reeenue and General Adni^ 
nietration Reporte; K.L. Datta; Report oa a» inquiry into the Rise 
of Prioee; Deegnnial Report on the Moral and Material ^vgrets of 
Indiot 191$ ; ^aaual Reports of Inapecdors of Factories \ V. 0. Sale 
Indian Industrial and Seononic Problene. 

SOI. Remaneration of Labonr.— As rent is the 
remuneration of the landlord and interest that of the 
capitalist, wages are Ihe remuneration of the labourer. 
Wages are a price paid for the use of labour as rent and 
interest are prices paid for the use of land and capital. 
In the last Chapter we considered the dependence of the 
condition of the cultivator on the system of land, tenure ; 
in this we have to point out the mutual relation of the 
system of industrial organization and the condition of 
workmen. The cultivator or tenant,* whether he owns 
his land or not, is a scrt of industrial manager, and his 
profit is conditioned by the nature of the soQ, the capital 
ha can and the rent he has to pay to Govern* 

mant or another landlord. He works In the field he owns 
or on lease and obtains wages for his labour. From 
the eoonenile and social points of view, the question of 
wages is, therefore, eitremely important. 

In practice, it is often difficult to distinguish the 
share appropriated to labour from that obtained by other 
factors of production. In agricultural and non agricultural 
industries where the workman combines in himself the 
eharacten of orfuiier, labourer, landlord and also capi* 
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talisti the remuneration due to each one of tbeae egentii 
it ia not easy to point eut. But such a workman muit 
receive at least the wages of bis labour; otherwise, he 
will starve or give up his work. Under the modem system 
of industry, the autonomous workman who manages Us 
own industry, has tended to disappear and a distinct ulass 
oflabonren or wage-earners has arisen. The factory 
system, under which the employer engages and controb 
hundreds and thousands of workmen, has crested a 
cleavage between the two, and the class conflict has be¬ 
came very bitter. Those who command capital, command 
and control labour; and it is felt by workmen that their 
share in the joint product, is deliberately and selfisUy 
kept low by the employer. 

It is contended on the side of the employers that 
wages must be determined by the supply of and demand 
for labour and that they cannot be artificially raised. 
Strikes and labour agitation for higher wages, are, there¬ 
fore, futile and suicidal. On the other hand, the wage- 
earners plead that employers take a disproportionately 
large share of the joint product and that they must be 
forced to give up their ill-gotten gains. Labourers, therw* 
fore, organize themselves, and by means of collective 
boqpuning, which is substituted for individual bargains, 
so disadvantageous to workipen, extort higher remunera¬ 
tion and better conditions of work from the employers. 
The State has passed laws for their protection, and 
systematic attempts are made to decide disputes between 
capital and labour by conciliation atd arbitration. In 
the contract between capital and labour, the latter Is 
certainly at a disadvantage and hence the need of proteot- 
ing and strengthening its position. 

303. eUef PeatoreB of the Probkai.— In 
considering the problem of vrages and Of the germral 
oondltion of workmen, we have to fix our attention opM 
(1) the wags contract, (3) the rates of wogss obtained by 
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different olaiies of workmen, (3) the factors which govern 
these rates, (4) the conditions m which labourers have to 
work, (5) the safeguards the State has provided for the 
fair treatment of workmen and measures taken for en> 
snxing their safety and health, and (6) organizations of 
workmen started and conducted to protect and promote 
the .interests of members and to ameliorate their econo¬ 
mic and social condition. Unless all these questions are 
carefully studied, it is impossible to obtain a correct idea 
of the condition of workmen and the measures which are 
necessary to improve it. 

When it is said that the labour or wages question in 
India is not as urgent or difficult as it is in other countries, 
it is not to be supposed that the Indian workman is well 
off and that little need be done to improve his condition. 
What the statement means or ought to mean is that the 
factory system has not yet established itself in this coun¬ 
try to such an extent as to create a large class of wage- 
earners crowded in cities and at the mercy of employers. 
The bulk of our labourers are autonomous workers, 
cultivators and handicraftsmen, and a very small propor¬ 
tion are mere receivers of a wage. Most of them live in 
villages and small towns, and their wages are regulated 
by custom. But this state of things is being' steadily 
modified on account of a general rise of prices, extension 
of the means of communication, the increase in the num¬ 
ber of factories, the decay of old indigenous industries and 
a growing tendency towards migration. Labour condi¬ 
tions vary from prbvince to province and industry to 
industry to such an extent that it is difficult and dangerous 
to generalise in this matter. An attempt will hers be 
made only to indicate roughly the position of labour in 
relation to the points noted above. 

303. Lobonr eontractr-First, as regards (1) the 
labour contract, in rural parts of the country, a k^ of 
laifdeal idll prevails, and it it a relic of old times. 



USODB OOmSAOT. 


419 


" If a poor man required Its.'100 to enable him to 
get married or to clear himself from debt, he would 
mortgage his service for a period of about five 7 ea» 
and receive his Be. 100 in ^vance ; while the mort> 
gagee was bound to feed him during the period of 
service. Many of the Beshmukhs, Beshpandes, and 
rich landholders engaged labour in thfs way; and the 
practice continued in some degree to quite recent, 
times. In the days when land was available for all, 
however, it would have been only the very poorest 
who would mortgage their labour in this- way, or even 
engage themselves as yearly tenants.”* 

This old system is, however, rapidly disappearing and 
the development of society from status to contract, ia 
very rapid. Village economy has been disorganized and 
the customary relations of different classes and castes 
towards one another, are changing. The practice of 
unpaid customary labour is dying cut, and the urban and 
modern system is taking its place. The Government of 
Bombay, for example, state in their Resolution on the 
Land Revenue Administration Report^ for 1908-09, that 
" in the Surat District, the Anavala Brabmin is losing the 
services of bis halis or hereditary serfs, and everywhere 
customary tasks at customary wages are giving way to 
full contracts." 

An attitude of indepei^ence on the part of labour is 
everywhere visible and particularly in cities and in centres 
of commerce and industry. Labourers have become con< 
sdous of their importance and of their place in industrial 
economy, and the growing demand fot their services has 
largely contributed to this result. Domestic servants and 
unskilled labourers show this tendency as much as factory 
workers and artisans. A sort of a wage*eBmer’a contract 
is becoming common and the workers insist upon its tenns 
being strictly observed by the employers. Factory Acts 
have laid down certain conditions of work and imposed 
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obligitioni on the employen, and workmen have rMlind 
that they have rights on which they can take their stand. 

Another factor that must be borne in mind in this 
oonnaction, is the constancy or otherwise of employment. 
When the labourer is bound by contract) he has the 
advantage of continuous employment, though his wages 
ihay .be low. Agricultural labourers and workmen en¬ 
gaged in industries which work only during certain 
seasons, like ginning for instance, are thrown out of 
employment at the end of the season. The living of 
most unskilled labourers is, therefore, precarious and 
they tom from one job to another and suffer when there 
Is no work to do. Higher rates of wages must compen¬ 
sate them for this occasional loss of employment. 

304. Indenture System.—The system of inden¬ 
tured labour under which coolies emigmted to the Colonies 
in large numbers, has been strongly condemned as de¬ 
grading and demoralising and is on the way of total 
abolition. Indentured emigration to Natal was stopped 
in 1911, the Emigration Act of 1908 having been suitably 
amended in 1910 for the purpose at the instance of the 
late Ur. Gokhale, who, two years later, moved another 
resolution recommending that Government shoufd " take 
the neoessary steps tO prohibit the recruitment of Indian 
Idwurars under contract of indenture, whether for em¬ 
ployment at home or in any British Colony.’’f Objection 
having been taken to his comparison between the system 
of indenture and slkvery, Mr. Gouhale replied 

‘‘It Is true that the system la not actual slavery, 
but It Is also true that It is not far from it The oon- 
tract Is not a ftse contract Ton have here the right 
of private arrest, just as they had in the case of 
slavary. Uoreover, the labourer is bound to his em¬ 
ploy sr for five years and he cannot withdraw fnm the 
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eontnot daring that period. And there are those harsh 
punishments for trivial faults. Therefore, though the 
system cannot be called actual slavery, it Is really 
not far removed from lb” 

A strong case was made out against indentured emi¬ 
gration to Colonies like Trinidad, British Guiana, Jamaica 
and Fiji, and as a temporary war measure it was stopped 
early in 1917. The interests of the employers in the 
Colonies have all along stood in the way, and all argu¬ 
ments in favour of the system such as the economic 
benefit derived by the labourers, were proved to be 
unsubstantial in a despatch sent by Lord Hardinge’s 
Government on that subject to the Secretary of State. 

In a despatch to the Government of India, dated 
September, 1917, the Secretary of State for India re¬ 
marked 

"I agree with Your Exoellenoy's Government 
that any new system of emigration must be free from 
the suspicion of liability to the ohaiges brought against 
the old system that it was based on fraudulent recruit¬ 
ment; that it involved slavery for men and that it 
resulted in the prostitution of women." 

Tha question was considered by an Inter-Dbpart- 
mentol conference in London and a new scheme for a 
system of free emigrations'aBsisted by the Colonial ad¬ 
ministrations was evolved. It is stated that under the 
new scheme, while all the advantages of the old system 
are retained and even improved, tl^e emigrant labourer 
will not be bound to any employer except for the first 
six months of his stay in the colony. The difficulty of 
solving the problem lies in ensuring complete libnty 
to the labourer and at the same time in giving him 
effective protection against fraud or ill-treatment. Under 
a free contract, it is pointed out, the position of the 
emigrant is likely to be worse and all emigration to the 
eelonies will have to be prohibited. In any case, tliere 
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muit be no retnrn to the indenture system under a new 
name and Government must stick to the principle that it 
is not the business of India to supply coolies for the 
' exploitation of the resources of the ccdonies. 

Speaking at a meeting of the East India Association, 
Mr, H. S, Polak recently observed 

"When industries and agriculture within the 
oountry were starving for labour it was absurdly 
quixotic to help outsiders to obtain it. There was no 
way of protecting the ignorant Indian peasant from 
the tortuous devices of the unscrupulous recmiter. 
What Indians claimed, if emigration were at all de¬ 
sirable .or feasible on a voluntary basis, was not mere¬ 
ly an Indian labour settlement, the bulk of whose 
product and profits would be enjoyed by white planters 
but an Indian colony in the full sense of the word." 

For several years an indentured labour system prevail¬ 
ed in India itself, e. in Assam, where the tea planters 
imported coolies for their gardens from the neighbouring 
provinces. For more than sixty years,' questions relating 
to the supply of Jabour for the tea industry in Assam, the 
condition of the labourers on the estates and the enactment 
and forking of special labour laws, have attracted much 
attention and have formed ;the subject of several^ detailed 
investigations by specially appointed committees,' The 
law in this matter was amended and consolidated by the 
Assam Labour and Emigration Act of 1901, This Act too 
was amended in 1908 and a steadily increasing proportion 
of the immigrant labour was engaged under ordinary con¬ 
tract, Government having gradually withdrawn successive 
(Fstricts in Assam from the operations of the Act of 1901 
which authorised an indenture system. 

The Assam system had two salient features; penal 
contract with the labourer enforceable through the criminal 
courts and provisions for the protection of the labourer. 
Coolies were recruited through (1) contractors and (3) 
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mrden Sardars, persons employed by the planters. 
Indentured labour has now ceased altogether and recruit¬ 
ment by contractors, which led to many abuses, has been 
abolished. Labour in Assam is now free, though recruit¬ 
ment is regulated by law and is now controlled by a 
special Board consisting of representatives of the planters 
and an officer of Government. 

205, Rise In wages,—(3) Daring the last, few 
years, wages of all kinds of labour have risen. The statis¬ 
tics available on this point, are not very accurate and can¬ 
not, therefore, be relied on. We have also to take note of 
circunutances which accompany the money wage in order 
to find out ‘real' wages. 'From every Province, however, 
comes the report that there is a general rise i& wages. In 
Madras, for instance, "the-wages of unskilled labour have 
everywhere shown a marked tendency to rise...Domestic 
wages have certainly risen, and Government servants on 
low pay have for several years past, been granted grain 
compensation allowances....The monthly rates of wages 
for farm servants, however, followed the general riw. 
Wages of artisans also rose.” In Bunrui, “during the ten 
years (1901-10) the translation from a natural to a 
money economy has made farther progress. Most agricul¬ 
tural labour, however, is still paid in kind, and the field 
labourer’s wages as measured in money have therefore 
risen in Lower Burma. In Upper Burma also agricultural 
wages tend to rise, owing to the increased annual eaodus 
of field labourers to Lower Burma." 

'* In the Punjab, oash wages are steadily displac- . 
ing old customary wages in kind, the process being in 
many parts already complete. At the same time 
wages of unskilled labourers and of skilled artisans 
have doubled in the past twenty years, the greater 
portion of the advance having taken place in the last 
ten years, and in particular since 1905. This increase 
ispresenta an increase in real wages though not of the 
satne extent as in the rupee equivalent, and marks 
the operation of the law of supply and demand eman- 
olpated from the dead hand of onstom.”* 

These instances are typical of what is happening all 
over the country. 
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If diflerent industries are taken, It will be found that 
the rise in wages has not been uniform. It is curious to 
notice that 'the coolies in tea gardenn appear to be in the 
worst position, as their real wages have fallen 5 per centi’ 
below those in the basic period,' though it Is pointed out 
that these labourers get rice at a fixed rate, generally 
lower (ban the market rate. The comparative lownen of 
the wage on the tea gardens struck the committee wjiich' 
Inquired into the question of Assam labour in 1906. The 
Director of statistics observes 

" It Is interesting to note that the rlae in the wages 
of Industrial labour has fiot been so great qa In the 
ease of agricultural labourers and village artisans. 
Honey wages have over long periods inoreased in all 
industries, and the rise has generally been greater 
than or equal to the rise in n;sil prices except in the 
tea, sugar and brewing industries. An examination 
of Indian wage statistics during the last decade shows 
that this is certainly the labourer's day.”* 

The rise in wages can, of course, be beneficial to 
labourers only when the prices of their necessaries of life 
have not gone up in proportion, or the gedetal purchasing 
power of the money wages has increased. If the field 
labourer is paid in kind, and food grains become dearer, ha 
obviously benefits; but if he has to purchase food with his 
monsy wages, the increase iif wages must be greater than 
the rise in prices. The factory labourer may have to pay 
more for rent, food and doth ng and he nmy be none the 
batter for enhanced wages. ' In Bengal^ we are told, 'the 
labouri&g classes were not much affected by high level of 
prices. The great majority are field labourers, who an 
mostly paid in kind. Their wages remain the same, but 
the value of grain has risen. When they are paid in cash, 
their srages have increased, notably in Bengal, when the 
supply of labour is frequently shert of the demand.* 
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lAuijr hcton have to be taken into ealonlatlon, therefote, 
in eatimating the effect of higher money wagei upon the 
condition of the labourer. 

306. Canart of the Bl8e.»(3) The lav of de< 
mand and supply is, of course, a great regulator of prices 
and among them of the prices of labour. Workmen of a 
particular class may be in greater demand at a time and 
naturldly their wages must go up. That is certainly one 
of the causes of the recent rise in wages in India, and it 
is intensified by the immobility of labour and, therefore, 
by a lack of competition. The available supply has also 
diminished owing to deaths due to plague, which alone 
hat carried off nearly a crore of people since its advent 
into this country. High mortality among labourers hat 
thinned their ranks and it seems to be an important factor 
in the utuation. 

A general rise in prices is another cause of the 
increase in the scale of wages. Economists have discussed 
nrions theories concerning wages, such as the cosbmf- 
production theory, the wages-fund theory, the stanadard- 
of-life theory and.the productivity theory of wages. None 
of these theories is satisfactory by itself, though each one 
of them contains some truth, and they are complementary 
to one another. Wages will rise if the wealth ptodnced 
by a community incruases ov[ing to greater effidency or 
tto application of more capital. But the workmen must 
be suffidently organised and intelligent to secure their 
proper share of the increased out-put of wealth. Similar< 
ly workmen come td have a certain standard of life which 
steadily improves and necessitates the payment of a 
Ughar wage. 

Higher prices and increasing vimts regulate the 
renineration workmen mus# receive if they ate not 
tied down by enstom. Generally wages lag behind prices 
an d g sadea lly e vert ate them. Take, for inatanoe^tluu 
mm at an a nskiUe d lahowar in a dtp iiks SmioM, 
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Hw nonul doily wage of inch o labonrer tweoty yean 
ego woe four annos. But at that time, BajriaMdto 
eell at Id leera and rice 10 aeon a rupee; houae rent 
waa low, Tegetable oil aold at 4 aeers per rupee and, on 
ttie whole, neceaaaries of life were cheap. Now he 
eeldom geta 9 aeera of Bajri, 6 aeera of rice and 2^ aeeit 
of o.il per rupee, and it ia no wonder if he demanda 
7 annaa a day aa hia wage. ^ 

307. Factory Lite.—Aa to (4) conditiona of work 
they depend upon the kind of induatry in which the 
labourer ia engaged. Work in the field ia, of courae, the 
beat from the point of rfew of the labourer’^ health, end 
though village aanitation in India ia far from aatiafactory, 
life in the open air and in cottagea or amall houHa ia 
preferable to reaidence in over-crowded tenementa in 
citiea. There is doubtless much sweating in aome of the 
home induatriea, but on the whole, there ia greater free* 
dom enjoyed by operatives engaged in indigenous in- 
dnatriea of the old type. 

It is machinery, working in stuffy rooms in the midst 
of noise and constant bustle, and the continuous strain 
which labour in factories and workshops imposes that tell 
upon ^e health gf the operatives. The autoaomous 
worker is his own master and'he and the memben of his 
family, who may have to work lon^ hours, have still the 
consdouaness of independence and enjoy an amount of 
liberty which is denied to the operatives working for a 
master. The latter have to toil at their wearisome task 
and their lot is often hard. The* social effects of the 
■factory system on labourers are very detrimental, ea- 
psdally when women are employed. There ia no one to 
look after the children left at home and the domeatio Ufa 
of the operatives ia rendered miserable. 

Hie jobber supplies labour in several Indian 
as • middleman. This system frees dm toiplofato 
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from all worry about tho inpply of labon, bntitplaon 
the workmen at the mercy of an imscrupuloui perion 
bent upon personal gain. Wages ere not paid weekly oi 
In England and operatives have to borrow to satisfy their 
daily requirements. Wages are usually kept In amor 
and are paid weeks after they are due. Children are mada 
to work in factories when they should live a life of free* 
dom jn the open air, and this leads to the physios! deteri> 
oration of the young generation of working men. Then 
is no' home' for workmen when their wives have also to 
work in factories. The health of children must suffer 
under these conditions. The position of artisans, liko 
the carpentek and the mason, is far better;. their wages 
are high; they enjoy great liberty and their work is not 
so taxing. 

SOg. Factory Acta.—(5) It was, therefore, to tha 
factory operatives that attention was early directed, and 
experience of western countries led the State to legislate 
for their protection. As textile and other factories on 
modem lines arose in the country, conditions of work In 
them had to be cqntroUed in the interest of the operatives. 
The latest piece of factory legislation is the Indian 
Facto{ies Act of 1911 which repealed the earlier Act of 
1881, amended by the Aet of 1891. This last Act provid* 
•d for the fencing of machinery, and for the promulgation 
of rnles as to water supply, ventilation &e. The hours of 
employment for women and chitdern were prescribed 
and the appointment of inspectors of factories was provid* 
ed for. 

The increasing use of electricity in the Bombay mlUa 
made it possible for the operative to work for 14 or IS 
hours a day, and the industiial boom of 1904.05 made such 
excessive hours of work notorious. On hearing com* 
plaints of such abuses. Government ordered an enquiry to 
be made Into the question by a committee in 1906 and by 
« oomnWon wtdcb repo^ two years later. His 
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■ijority of tho oommisslon deprecated any limitation ot 
(ha working hours of male adnits. But they recommend* 
•d the creation of a class o! ” young persons” between 14 
and 17 years of age who were not to work for mote than 
12 hodrs a day, thus Indirectly limiting the hours of work 
for adults to 12. The Act of 1911 shortened the hours ot 
ohildren's and women's work, and as the evil of ezcessiva 
hours of work was found prevalent in textile factories, it 
restricted the hours ot employment of adult males there 
to 12 hours a day. 

This provision about the limitation of hours of work 
ms regarded as extraordinary, and as an ^unnecessary 
encroachment upon individual liberty. Some mill-owners 
indeed welcomed the restriction as calculated to prove 
beneficial to the operatives and to enhance their efficiency. 
But others strenuously opposed the innovation u injuri¬ 
ous to the interests of workmen as well as to those of em¬ 
ployers. It was said that the evil complained of ms not 
wi^spread; that the operative did not want che limita¬ 
tion of hours; that they worked willingly for a longer 
time as they obtained higher mges for the additional 
work; that the work did not put an exessive tax on the 
health or the ‘energy of the workers; and that the ggita- 
tioa in the press for restriction, was misleading and not 
antiiely unselfish. 

In the course of his remarks on the Factories Bill in 
the l^oeregal Council* the Hon'ble Mr. Dadabhoy present¬ 
ed the following portrait of the Indian factory worker 

• 

” The Indian operative is not capable of oonoen- 
trated or ccntlnnons labour or of prolonged and sns- 
teined eflorb He is by nature not disposed to take hla 
work Hrionsly; he has an Incurable habit of spreading 
the work he has to perform over a long period of time; 
he invariably works in an easy, careless, perfunetory 
manner; he must needs loiter in the midstof work, and 
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kt, M though IntnltWelg, milni upfor pzolengodhoui 
of work bj bolng ilook daring no Inoontldtrablo por- ' 
tlon of hla roatlne work. Hli work is dons nsithu 
with strsnnoui'..ssi nor slaorltp and oomparH most 
unfaTonrablp with ths standard snforosd In Xnropsaa 
ooantrlei.” 

The Indian factory labourer has produced the sane 
.impression upon visitors from foreign countries. But his 
laiibess and lack of oonceutration (h‘d not justify ezcessiTe 
hours of work at noisy, nerv^racking machines in tile' 
midst of surroundings that were bound to tell upon his 
health. And the accounts which were published, of ths 
conditions in which tbe mill hands lived and worked 
and earned their wages, could not but excite the sympathy 
of the public; and, in the long run, it was felt, the 
employers themselves were bound to suffer osring to a 
loss of efSciency in their workpeople. Factory owners 
are not, however, inclined to look ahead or feel for their 
labourers as they feel for their profits; and though there 
are honourable exceptions, this is the usual conflict of 
interest between capital and labour. 

909. Labonr Organlntlons.—(6) Labourers in 
India are almost absolutely nno^anis^, ignorant and 
unenterprising. 

“ For the pnsent the oonditlon of the Indian 
working man is wdnderfully like that of the English 
working woman. He does not understand his own 
position well enough to enable blm to aot effeetivsly. 
Only the faintest glimmer of Trade Unionism ia 
streaking his horiion with light"! 

The Indian factory worker does not usually settle In 
or near the industrial centre; he has his ancestral home 
and patch of land, perhaps the property of a joint family, 
to which he returns during certain seasons of the year. 
He supplements the bmily income by his wages as a 
fitctory operative. 


11. Bmmw IfaetaiU i The Asekwlwi at ladle. 
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A l^latariat li being iteedll; fanned In tbli comtTf; 
bot it does not yet consist, ss in the West, of Isndlesi 
men who have made crowded cities their homes and who 
han little to draw them away to the village. This Is, 
from one point of view, a satisFactory feature of the 
workman's life; but from the point of view of the work 
in the .factory, it leads to ^sorganisation and waste. 
«The employer of labour in this country," it is gaid,' 
'therefore ," is wholly at the mercy of his operatives." 

We hear, now and again, of small strikes among 
fsctory hands but the use of this weapon is neither 
^stematic nor sustained. The recent strike among 
f^ry workers at Abmedabad and postmen in Bombay 
showed how a substantial increase of wages could be 
obtained by concerted and sustained action on the part of 
mill band* and also how employers can resist extra* 
vagant demands by means of organised oppoution. The 
strike, at present, is only a mild way of ventilating griev* 
ances and there are no labour organisations behind the 
workmen most of whom are illiterate. Neither employers 
nor workmen, as corporate bodies, have* made satirfao* 
tory arrangements for the performance of functions 
which trade unioiu in the West have taken upon them¬ 
selves. " The Jobber is still the master of the situation 
and finds it to his interest that there ‘should be frequent 
changes among the hands." * 

“ Ona finds this industrial class swarming in ovs^ 
crowded ooolia lines, sometimes regimented by an 
ovspeeer to whom the workers owe their job and who 
in eonssquenoe demands oommissions from them, 
somstimas living in ordinary working olaaa parts of 
tbs town under azeeptionally hard oanditiona."t 

* fHl r*** at Beabof, tOftaolBf Bopoit «< thi CbW I si psaw rf 
fMartMtasflS. 

.fJJkswrMeiaeiU. . 
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310. Bmployoif Daty.'-A few cenidantioiii 
employer! are trying to provide good honiei and otlier 
amenitiei of life to their workmen and education to their 
Children i and the arrangements made in this connection 
are satisfactory. The example mustj however, ipread 
and employers must realise that action in this direction 
is as much in their own interest as in that of the working 
men. No one would like to have here the labour troubles 
that have now become a common chronic feature of in* 
dnstrial life in the West. But the remedy for this does 
not lie in keeping workmen ignorant and nnorganixed; 
it lies rather in timely measures taken to avoid the mis< 
takes and to prevent the evils of the West. The time is 
not yet when the Indian workmen may appreciate the 
remark of a leader of Western labour that " one with an 
experience of the West must look upon this commercial 
philanthropy with grave misgiving, whatever immediate 
benefit it may be to the workers.” * 

In the face of the illiteracy that prevails in the 
country and of the apathy on the part of workmen as 
well as employers, the solution of the problem is Very 
difficult. The opbratives are at the mercy of jobbers and 
money-lenders to whom they are driven by ignorance, 
extra'^gance and vice. 

'' It should always be remembered that the Indian 
labourer must be led and nob driven He is not as Is 
the inhabitant of western lands oonsumed by the 
desire to rise in the world. The easts and Joint family 
system hold him baok and he is content with the same 
simple fare and siirroundings as his father had before 
him. If dissatisfied with oondlUone of work in tbs 
town, he will make no complaint but go back to Us 
village llfa”t 

Disorganilation of the old social and eocnomlc syltam 
and illitetacy are the two principal obstacles in the Way 
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of the promotion of the well-being of the working claaaes. 
The problem must be tackled from the two endS) the 
employer and the workpeople. The employers in their 
own interest) have to organize the supply of labour and 
promote its efficiency. The labour population in towns 
is a floating population and employers are not sure if 
their money would be usefully spent on its improvement. 
But it is pointed out that if life in the centres of industry 
■is made more attractive than it now is, the workmen may 
be induced to live there, more or less permanently, in 
spite of their attachment to the village home and lands. 
The proper housing of factory hands, the education of 
their children and a general improvement in the condi¬ 
tions of work in factories, are directions in which reform 
is required. There has already been much talk about 
these questions, but there are only a few isolated iustances 
of employers who have taken them up seriously. On the 
whole, there is apathy and lack of concerted action in 
these matters.! 

In other countries there are splendid organizations of 
workmen, and they have now won for themselves an 
important place in public life. Their action is both bene¬ 
ficent and milftant. The trade unions help thei' members 
in a variety of ways and try gpnernlly to improve the 
position of the working classes. Oiuihe militant side also 
they have won success, particularly in lessening hours of 
work and increaung wages, and the State itself has come 
to the assistance of the labourers by making arrangements 
for old age pensions, insurance agaiiist-sickuess and dis- 

t la tla Tala llM and Steal Worlu at Sakchii up-to-date auU Ideal 
aRantamenU ham baaa oada (ee the hotuinf unit the eeurat cmufait ot 
fa^Knuvnh 

Empbreia d labearia unnlciitlee tatlli aud other faooriei in ales 
— pratbioa. < WelUe {unde’ have Uiui been ttarted 1 1 coiueclIoB 
«idi eertaia nUlala Boaibajr aad large aatjunia taluii out ot pioau era to ha 
BitUaid la pnmoUagthiweiUalagettlia oparaUmi. DiipeuatUiaiid giala 
^aaaet MaM mhetwim sed ham ban arected la thavidallj d 
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ablement. There » unfortunately a tendency among 
workmen to go to eztremea in the matter of strikes and- 
here they have lost public sympathy which is their great 

Bssat, 

Unskilled labourers and women are, as a rule, at a 
disadvantage and have to be content with low wages and 
unsatisfactory conditions of work. But coolies in docks 
and 'other places where great physical strength is re¬ 
quired in lilting and canying about heavy loads, earn high 
wages. In India, labourers are scattered, except in large 
industrial centres, and concerted action is impossible in 
their case. Xhe old caste organizations lire unsuited to 
factory life as in factories there is a promiscuous mixing 
up of people of different castes. The lives of operatives 
have to be adapted to their environments so that they 
may try to improve them. Even where workmen are in 
numbers, they are helpless, without leaders and without 
organization. Spread of education among them will alone 
enable them to understand their rights and to make 
efforts to improve their condition. 

The lot of the labourers engaged in factories, mines, 
railways and on plantations may be improved by the 
benefloent action of far-seeing apd sympathetic em¬ 
ployers, as much as by coinbined'pressure brought to bear 
upon them by the operatives. In agriculture and the 
other indigenous industries in which t^ bulk of the In¬ 
dian labourers are engaged, combined action on the part 
of workmen is not to be expected and only the good 
sense of the employers must be trusted to ensure satisfac¬ 
tory conditions of work and decent wages. There is a 
large amount of casual labour employed in these industries, 
and its wages are determined by the number and the 
needs of the workmen. The employer will usually give 
his labourers just enough to enable them to keep body 
and soul together and they are often at his mercy. Such 
labour is laiy and earaless and dear even for low vages. 
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311. Sunmary.— The labour problem in weitam 
countries is mainly concerned with trade unions, strikes, 
agitation for a minimum wage, syndicalism, and class 
conflict. In this country, onstom still rules in the relations 
subsisting between capital and labour, which are not 
sharply marked off. The &ctory system is in its infancy, 
and the use of machinery is the exception and domestic 
industry the rule. A working class is beginning to be 
.formed in large centres of industry and a labour problem 
in the western sense is just arising. So long as wages 
are governed by custom and conditions of work in the 
field and elsewhere are dictated by tradition, labourers 
are content with their lot. But the old village economy 
has now been disturbed, and questions relating to labour 
are demanding attention. 

One of the most striking economic phenomena of 
recent times is the general rise that has taken place in 
the arages of labour. Demand for labour, skilled and un¬ 
skilled, has increased and workmen are slowly becoming 
conscious of their importance and potential strength. 
Agricultural labour is still paid in kind partially, if not 
wholly, but money payments are fast beihg substituted in 
the place of payments of grain. Scarcity of labour is doe, 
to some, extent, to the havoc made by plague and ’other 
diseases among the ranks of workmen, but the demand 
nuy be easily met if people will leave their ancestral 
lands and go out where higher wages are to be obtained. 
Such migration is slowly becoming a common feature of 
the life of labourers in certain parts of the country. 

The relations of employers and workmen are being 
more and more regulated.by contract, and the latter know 
how to drive a hard bargain. But in agriculture and other 
industries, a species of serfdom, a relic of the past times, 
still prevails in certain rural parts of the country and the 
needy labourers have little freedom in making a fitvonr- 
abls contract with the employer. The system of indaa; 
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tored labonr under which thouiandf of Indien Itbourara 
omigiated to British and other Colonies, has now practi¬ 
cally come to an end, the popular agitation carried on 
against that demoralizing and degrading system, having 
produced a strong impression upon the Government. For 
generations, labourers in Assam were recruited by the 
tea planters on the same system. Several laws have been 
made for regul itiiig that system and inquiries instituted; 
and now indentured labour has disappeared on the tea 
plantations. Recruiting by means of licensed contractors 
also has been abolished and a special board has recently 
been appointed to supervise recanting which is allowed. 

The rise of wages has been general and is partly due 
to enhanced nriccs of food grains and other necessaries of 
life. It is believed that on account of a growing demand 
for labour and high prices, the 'real' wages also have 
increased in most industries, and the position of the 
working classes has materially improved. In the absence 
of eduoition and orgtnization, labourers cannot stand out 
for better conditions of work, and even In certain in¬ 
digenous industries, much sweating prevails. But it is 
particularly in factories of the modem type where com¬ 
plicated machinery is used and hundreds of Ufboureis have 
to work together at their machines, in crowded rooms, 
that the evil is great., Factory laws have, therefore, been 
passed in India as in all othar'eountries for protecting the 
labourers and ensuring their safety and health. Special 
regulation was necessary in the case of women and 
children. 

With the rise of mills and factories In tbit eonntry, 
the State had to enact such laws. The use of electricity 
in mills, led the employers to make the labourers work 
for 14 and more hours a day. The operatives made more 
money by working longer but it was fonnd that the strain 
was detrimental to their health. The Factory Act of 
1911 prohibited the employment of workmen for more 
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than twelTe houn a day in textile factories, where the aril 
was particularly serious. The other provisions of the Act 
introduced greater safeguards than the earlier Act of 
1891 for the health and safety of operatives, special 
restrictions being imposed on the employment of women 
and children, 

Working class legislation has done much for the 
benefit of factory hands and other labourers in western 
■countries, but the organizations of the labourers them¬ 
selves are doing even more. The factory system in India 
has not yet established itself on as wide a basis as in the 
West. The workmen here are ignorant, scattered, un¬ 
organized. They must learn the lesson of Sblf-help and 
efforts must be made to teach them that lesson. It will 
be years before we have, in this country, powerful labour 
organizations on the western model. But with the 
growth of capitalism, we must have strikes and labour 
organisations, and workmen must systematically protect 
their interests. Employers also have to realise that a 
more intelligent, better housed and better fed labour 
population means greater efficiency of production and 
higher profits. Some employers have come to understand 
this and theyare doing what they can to improve the 
condition of labour. 
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313. What Is a Tax ?.—It now remains to con¬ 
sider the claims of the last sharer in the national dividend, 
viz. the State. The part taken by the State in wealth- 
creation is indirect and, in certain exceptional cases, also 
direct. The State is not a parasite which receives an in¬ 
come that it does not earn. It represents the community 
whose members contribute‘to its expenses and the State 
may also receive tents'and profits. The methods of rais¬ 
ing revenue have varied from time to time and country 
to country; and popular control over it and over the 
expenditure of national revenue, depends upon political 
liberty and constitutional tights enjoyed by the people. 

The right of the ruler to take a share of the in¬ 
come of the subject and to levy imposts of various kinds 
on different forms of wealth produced by the people, has 
always bean recognized in India. A good nder was ex¬ 
pected to levy moderate taxes so that they might not 
press heavily upon his subjects; but their rangeww 
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uiuallf rerf wide. The ancient law-given laf down what 
iharei the king may take and the duty the people owe to 
him to pay the tasea. In pre-British times, cesses and 
fees as well as direct and indirect tans were well-known; 
and they were all levied on a well-defined and legnlated 
system. The science of finance is a recent growth and 
the principles of taxation have been steadily evolved. 
Principles of equity, faculty or ability or benefit derived 
‘ and eqnality of sacrifice, have been developed ; and the 
statesman is expected to weigh carefully the social, econo¬ 
mic and political effects of the taxes he imposes. 

Some of the so-called tans are merely fees or prices 
paid for specific services rendered by the State or other 
public powers. In reality there is no idea of a quid pro 
quo, or of a direct enhange of services involved in tan- 
tion, and their membership of society imposes upon people 
the duty of contributing towards the expenses.of the State. 
A tax has been defined as “a compulsory contribution of 
the wealth of a person or body of persons for services 
rendered by the public powers.’’* An attempt is, of 
course, made to make the individual’s coqtribution propor¬ 
tional to hisjbility to pay, measured by his income, and 
to make the ncrifiee equal. Taxation is also used u an 
indirect: means to prbqiote certain ends which apparently 
lie out of the province of tbp taxingmuthority. The State 
determines how much it will require for its annual expen¬ 
diture, and distributes the amount among various forms 
of taxation. 

913. InJlMi Syntam of Taxatloni>—The revenne 

of the Indian Government is made up of different elements: 
(1) income from its own property, lands, forests, railways 
leased out to companies, (2) income from its commerdal 
nndertakings like railways directly managed by the State, 
Canals, the Post Office, monopolies of osle, &c. and (3) 
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tuition proper, riz. oontribation levied upon the people 
(i) directly, like the land tax and the income tu and (ii) 
indirectly, like taxes upon commodities t. g, customs and 
excise duties and upon actions like stamp and registration 
duties. In India, there are two taxing authorities, the 
Government of India and the local bodies. The revenues 
of the latter are extremely small and the bulk of the 
taxation is imposed by the former, the Provincial Govern¬ 
ments being denied the power of independent taxation. 

(1) One striking feature of the Indian tax system is 
the comparatively large proportion the land tax bears to 
the total State revenue. In a previous Chapter we have 
dealt at some length with the subject of land and shown 
that the Indian land revenue is a property tax or a 
tax on agricultural incomes, that land in India is not, 
as is oftentimes supposed, the property of the State, 
and that, therefore, income derived from it cannot be 
regarded as rent taken from tenants. India is - <d to be 
one of the most lightly taxed countries in the Id, and 
this statement is maioy based on the assumption that land 
revenue is a rent. Sir John Strschey*, for instance, says: 
—“The State in India has, at all times, reserved to itself 
resources which, in other countries, belong to individuals 
and wnich render heavy taxation unnecessary. There 
is certainly no ‘country in the world, possessing a 
civilized Government in which the public hardens are so 
light.'** And further“ In Enland t^tion supplies five- 
sixths and in India not qmch more than one-fourth of the 
public income." 

It must not be forgotten that the Indian system 
of taxation is the system of a poor and mainly agricifitural 
country and that it js not subject to the control of the In¬ 
dian pepple. The land tax bad always been the mainstay 
of all Governments in the world before the development of 
an extensive and complicated industrial organization. 
Formerly land was the only valuable property that could 
be taxed, but now other sources of revenue are much 
more important, and productive. The economic evolu¬ 
tion which is taking place in India is bound to move in the 
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same direction, and in the future the proceeds of the land 
tax will bear a smaller ratio to the total revenue of 
Government than it does at present. 

(2) With foreign trade and manufactures expanding 
every year, with the extension of the means of commun^ 
cation, and with the growth of banking, the present 
income tax, customs and excise as also new taxes like 
inheritance duties are sure to assume greater importance.- 
Land revenue is a kind of income or property tax; 'but 
other incomes and properties have so far escaped their 
reasonable burden, though license duties and trade taxes 
have been tried and a low general income tax has been 
in existence for over a genemlion. The Indian tax- 
system requires readjustment and radical improvement. 
And the comfort Sit John Strnchey udministers is no 
comfort at all, because his remark only shows that 
India is a poor country and that its tax-system is unsuited 
to its needs and changing conditions. 

(3) Another noteworthy feature is that our customs 
revenue has been, comparatively speaking, small, and 
the free-trade conscience of our Government and the pres¬ 
sure of British manufacturers and merchants are mainly 
responsible for this state of things. (4) Financial cen¬ 
tralization and the complete dependence of Provincial 
Governments on the whim and charily of the central 
Government iff the matter of taxation and expenditure 
constitute another drawback of the Indian system of 
finance. (5) A further'weakness-of the system lies in 
the poverty of the local bodice whose* sources of income 
are unproductive and inelastic and which are, therefore, 
not able to undertake those works of public utility which 
characterise the administration of local authorities in 
western countries. (6) Lastly- the powpr of the purse is 
not in the hands of the people and there is no popular 
control over taxation and oxpeuditure. Government, 
tWefore, cannot and does not levy taxes which it ought, 
and does not spend those that are levied in the manner 
the tax-payers would like them to be spent. We shall 
bring out these points in the course of the present 
clmpter and shall attempt to show how financial reform 
of a comprehensive character is an urgent need in India 
in the intensts of the welfare of the people. 

M 
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We give below e itatement of the levenue end ez> 
penditure charged to levenue, of the Goveinment of 
India, in India and in England 


Sevenue. 



mt-u 

mg-19 

(budget). 

Frinbipal Heada 

Land Berenue ... 

£. 

21,391,575 

£. 

22,358,500 

Opinm... 

1,614,878 

3,191,800 

Balt ... _ . 

> 3,445,305 

3,492,200 

StampB... . 

5,318Jt93 

5,928,000 

Exoiae... 

8,894,300 

10,373,700 

Onatoma 

7,558,220 

10,714,400 

Other Heada ... 

5,496,175* 

10,183.900t 

Total Principal Heada ... 

53,728,746 

66,242,300 

Intereat 

1,352,119 

3,552,600 

Foata and Telegrapha ... 

’ 3,598,519 

4,782,800 

Mint ... ... ,.. 

339,841 

,376,000 

Beceipta by Civil Depta... 

. 1,408,286 

1,9561100 

Mlaoellaneoua ... 

772,579 

1,295,200 

Baflwaya: Het Beceipta... 

17,625,634 

22,983,700 

Irrigation 

4,713,159 

5,320,400 

Other Public Worka 

298,640 

304,900 

Uilitary Beceipta 

1,369,652 

1,532,700 

Total Bevenue ...' 

85,207,175 

108,346,900 


* ladadM < t,tSo,>5o os Koat d Ineom-Ux. 
t£lMlglM t tiSiliMO oa Mwot at liw o nutw . 
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Eipenditun. 



m»-u 

1918-tt 

(budget). 

Direct Demands on Be- 
Tenue 

£. 

9,274,597 

£. 

10,438,300 

Interest 

1,515,653 

7,784,300, 

' Posts and Telegraphs ... 

3,272,984 

3,931,400 

Mint. 

132,630 

170,000 

Salaries and Expenses iff 
Civil Departments 

17,934,199 

* 22,993,000 

Miscellaneous Civil 
Charges 

1 

5,403,804 

5,644,700 

Famine Relief and Insur¬ 
ance ... 

1,000,000 

1,000,000 

Hallways; Interest and 
Misoellaneous Charges.. 

12,836,107 

13,782,000 

Irrigation 

3,531,867 

• 

3,928,700 

Other Puh^io Works 

7,010,038 

5,945,600 

Military Services • 

. 21,265,765 

30,532,700 

Total Expenditure, Im¬ 
perial and Provincial — 

83,177,638 

106,150,700 

Add- 

Provinoial Surpluses ... 

325,692 

351,400 

Liduet— 

Ftovlnoial Deficits 

1 

1 

mjS78 

448,700 

Total Expenditure Charg¬ 
ed to Avenue 

Surplus 

1 

82,894,752 

106,055,400 

2,291,500 

Total ... 

85,207,175 

108,3M,900 
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The following table will show the growth of rerenne 
and expenditure daring the past forty years 


Tear. 

Gross Eevenue 

Expenditure. 

Surplus ( + ) 
or 

Deficit (-) 

1875-76 

£ 

51,019,140 

£. 

49,013,871 

£. 

+1,668,945 

' 18S0-81 

50,228,038 

52,648,968 

-2,420,930 

1885-«6 

48,105,356 

49,973,174 

-1,867,818 

I89O78I 

54,444,668 

51,985,887 

+2,458,781 

1895-96 . 

59,395,326 

‘ 58,372 660 

+ 1 , 022,666 

1900-01 

66,806,579 

65,136,375 

+1,670,204 

1905-06 

70,846,565 

68 754,337 

+ 2,092,228 

1910-11 

80,682,473 

76,746,186 

+3,9361287 

1915-16 

84,413,537 

85,602,198 

-1,188,661 


214. Barden of Taxation.—Looking to the needs 
of reform involving additi loal expenditure, one will easily 
realize that the people cannot grudge theiN^Government 
larger contributions in the form of taxes. But two con¬ 
ditions must here be satisfied: (1) tlmt the existing scale 
of expenditure should'be ro scrutinised as to result in all 
possible economy; and (2) that expenditure and taxation 
should be subject to the rigid control of the representa¬ 
tives of the tax-payers. Neither condition is satisfied in 
India to day, and the statement that the people are most 
lightly taxed, is unwarranted. There is no absolute 
standard by which to judge of the lightness of the burden 
of taxation, and the relation between it and the per capi¬ 
ta income of the population, must be taken into consider¬ 
ation in judging in this matter. That the administration 
in India is more costly than it need be, that the country 
ii one of the poorest on thbface the eeith and that the 
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people have little voice ia levying and spending the taxes, 
are facts acknowledged by all. 

If the incidence of taxation in India is compar¬ 
ed with that of the United Kingdom, after deducting 
all the non-tax revenue, except revenue from land, and 
after making every other allowance, it can be shown that 
people in this country are not lightly taxed. Such com- 
, parisons must, of course, bo made with great cautidn aS 
various complex factors have to be taken into account in 
making the calculations. In the United Kingdom, a popu¬ 
lation of 4S millions, earning say £ 2,250,000,000 a year, 
contributed, before the War, in taxes £ 170 million, which 
means 7 ^ per cent, of the per capita income. In British 
India, a population of 250 millions, earning £ 600,000,000 
a year ( on the basis of a per capita income of Rs. 35 a 
year), pays in taxes, say £ 45 millions aud the per capita 
contribution is certainly not less than the above percen¬ 
tage.* Two countries so difSerently circumstanced can- 

* Out attentm been drawn by a friendly rrilhc to tbe fact that io the 
ebove calculation oC the amount j»id by the British people by way 6t tautioOy 
we have omitted to include at least £ ^ nillioa levied by tbe local aushozHiei 
upon tbe British taxpayers. It this uorrectiou is made] the total amount will be 
£ i6o million aiM^t vdll be more than ii per cent, of the naUooal income 
Great Britain and not 7^ per cent, as we have calculated ibove. * 

• 

We bare to point out that tbit omiubtf ii^common to the two esdnetei 
and if local taxatloo is to be taken into account in tbe case of the Britidi tas> 
peyci, it mnst obviously be induded in that oC tbe ladim taxpayers also. Wdl, 
the remuea rdsed by diitiiet and local hodiu, Munidpalitiaj Cantonmente, 
port tmiU &c. in amonoted to about Rj. ei^erorei. If this amount 

iiaddadtotbenational tax reveoaes in that year, vii £ 49*3 million (not £ 4S 
million ai we have roughly mendoocd in the text) eontrlbudon of the Indian 
taipaytf comes to obout 10*5 per cent, of the income per head. Supposing it la 
10 per ent. or even less, because there calculations are admittedly 0 M> 
tenth of the income or Rs. Si out of Rs. S.S the average per head in ledb 
eert^hly involves e greater sscrlhce than ooe^ioetfai or Rs. 75 ont Rs. 675 in 
Great Britun Wa do not, however, complain of heavy taxation j it must grow 
haavler wltii growing needs of improvement. We find fault mainly idth Aa 
of expenditure and the loaqaality of the preent tnddfnen of taxatioQ. 
In the future proportiooatdp fflon zvrenue mast come out of the podetiof the 
4Ath«MW. 
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not be nsefullj oompaied; but the above result is obtained 
if a comparison may be made at all. 

SIS. The Land Tax.— Landlords and cultivators 
must certainly contribute, according to their ability, to 
the revenue oE the State; but not to count the revenue 
they pay as a tax is hardly correct or fair. Enhancement 
of the land tax has been made from time to time, and on 
the theory of State landlordism, it does not require legis¬ 
lative sanction.* The land tax is erroneously regarded 
as a rent but is a property tax, and is often calculated to 
act as a tax upon agricultural income. As such, it must be 
regulated by the principles which apply to income and 
other taxes. )f the land tax is avowedly a share of the 
net produce of the land, that is, of income, there is no 
reason why exemption should not be allowed to a mini- 
' mum as in the case of the income tax. If a salaried man 
or a shop-keeper with an income of say Rs. 600 a year, 
earns exemption from the payment of the income tax, the 
small cultivator may claim similar concession in the mat¬ 
ter of the land tax. 

In all countries a land tax is a source of revenue to 
Governments, In former times, a general property tax 
was le vjed but it tended to become a tax on lan^nd houses; 
and other forms of property, e^. personalty, escaped taxa¬ 
tion altogether. These forms of property are now, almost 
everywhere, brought within the net of taxation. It is, 
however, produce or income rather than property, that is 
taxed. Taxes must really be levied upon persons and cor¬ 
porations and not on property, and this is the accepted 
principle underlying the income taxes of all countries. 
The State in India has moved in its old grooves all these 
years and has not modified its policy of taxation so as to 
suit changing conditions. We do not wish to suggest that 

* See DiMBknUiitian ComiiiiidoD*> Report lad Gofcnnuot ol ladle’i 
rtnaiki 00 the wligert. The popoler Doir li Art the lisd*tHt 

•te tisMi dttold te nl^Ml to tbi cootnl oC the k^ditoni 
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the land tax ihonld be given up; we urge that there should 
be equality and equity in its incidence and that it should 
be assessed according to the ability of the tax-payer. 
To day the land tax is assessed upon each acre according 
to fertility and other conditions, irrespectively of the 
ability of the owner of the land to pay. Because a certain 
piece-of land is presumed to be able to yield a certain 
amount of produce, therefore, it must pay from a si^h to 
'a tenth of that produce to the State. 

The result of this is that the land tax may not 
be actually paid out of income from land, but out 
of other earnings viz wages. Why should the agricultural 
labourer,—because the cultivator is often nothing more,— 
be made to pay an income tax when craftsmen, ar¬ 
tisans, petty shopkeepers and money-lenders, better 
circuDutanced than he, are exempted from it ? Simply 
because land is supposed to be the property of the State 
which represents the nation ? Most of the holdings in 
rayatwari provinces are notoriously uneconomic and the 
cultivator has to supplement his scanty agricultural in¬ 
come by work elsewhere.f And yet he must pay the 
. land tax. ^le indebtedness of rayats is heavy and the 
land tax may often have to be paid out of bonrowings 
and not out of agncnltural 'ppfits actually reah'sed. 
While the money-lender may not pby an income tax, the 
cultivator who borrows from him has invariably to pay it; 
and the land tax turns out to be a tax not upon ability 
but on liability. This is a seribus defect of a general pro¬ 
perty tax and is present in the Indianland tax, at least in 
the case of poor rayats. The tax is, besides, levied and is 
raised by mere executive action and it thus offends against 
most of the important accepted prindples of taxation. 


t SecDr. Utmi't lib ui Lalniiriii • Deocu VObge. 
n,nnateatlMdlioldMipiTiigBi.it»tmi mn i >m t la * viO^ t (■ 
Twy IMX) HdtbnmgveibototsliddiiigbbatiiMniudf MW. 
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lAnd is iMttei suited to local than national taxation and 
may be beneficially handed oret to local authorities. 

Sufficient funds must, of course, be raised by taxation 
or otherwise to enable the State to perform its duties to 
the people. Iiulia is a poor country with agriculture as its 
predominant industry. The number oi rich people or 
people who stand much within the margin of subsistence, 
is very small; and, therefor:, a direct tax like the income 
tax or a succession duty is not likely to be very produc¬ 
tive. This is the reason why the land tax occupies sudi 
an important place in the tax system of this country. It 
has also the advantage of being an ancient tax which the 
people have been paying from time immemorial. A 
Government, situated us the British Government in India 
is, has, for this reason, tenaciously clung to it and done its 
utmost to improve this source of revenue. 

216. Permanent Settlement,—The permanent 
settlement of the laud tax in Bengal, has been the sub¬ 
ject of prolonged controversy. Objection has been taken 
to it on the ground that it has entailed on the State consi¬ 
derable loss of revenue. While the Land tax^n the other 
Provincps has steadily increased and the Statens shared 
in the prosperity of the rayats, it is pr'geJ, the Janlindars 
in Bengal whose estates havri steadily yielded them a 
higher rent, have their tax permanently fixed and have 
not made their proper contribution towards the growing 
expenses of the Stare. This is, in the opinion of the critics 
of the perraannent* settlement, grave injustice to other 
Provinces whose lands have to bear an increasing burden 
of taxation. The rent received by the Bengal Jamindars 
from their tenants, has increased fourfold, to more than 
Rs. is crotes but the amount of the land tax they pay to 
Government remains what it was in 1793 viz. a little more 
than Rs. 3 crores. It is, therefore, suggested that the 
landlords " must either be bought out altogether, or such 
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compenMtion u they may be entitled to be offered to them 
before any additional contribution can be demanded."* 

The Jamlndars are naturally rery tenacious of their 
right! and resent as an unwarranted invasion of them 
the mere suggestion of a further taxation of land in Ben* 
gal. Apart from all political and social considerations, 
the argument that 'many of the present holders are bam 
fide purchasers for value given; that they bought on the 
iaith of the settlement being what it professed to be, a 
settlement in perpetuity ; tW any obligations which it is 
sought to throw upon them, having been allowed to lie 
dormant and inoperative, must be regarded as non-exis¬ 
tent,' is too weighty to be lightly brushed aside, however 
desirable it may bo that unearned increment should be 
taxed and the Bengal Jamindars, like other people, should 
be made to contribute their fair share towards the 
expenses of the State. And it is not easy for the State to 
devise a workable scheme for buying up or compensating 
the landlords. 

If we take into account the circumstances under which 
the Jamindars were confirmed or acknowledged in their 
position of proprietors who were to retaimfor their trouble 
only one-tenjb of the rent collected by them from the cul¬ 
tivators and to pay nine-tenth to the Government, viz. 
the state of utter confusion end waste into which Bengal 
hod fallen, the total failure of all previous efforts to bring 
order out of this chaos, the great difficulty the Jamindars 
experienced in collecting and regularly and punctually 

* Iff tbcrcfpiti the 0p«oeeB of the country nre to be maiatonied in n iteU 
of nlvoD^i dtiwr m moit inpoie heavier burdens on the people in new tod 
iHifaaiitWf ihapiii nuie the coit of living to the pooT} exact the higbeit eontrlbo- 
tkn Tfhiffh CIA be levied from the other Provincei with each revision oi tbof land 
iwminiinr in fine, cripple the country's reioureos, arrest its prosperity and 
tab hi pmro rithnr wn most do this or Bengal must pay her fair ibm d 
nmotfeloBg with the other interetU and other Provinceii cooititnting the Em* 
piUk As o nencure od Justice le much ae of nccassityi the Beogal letUement nurt 
be rttdeQed, and the fact that the conditioaa--the pvrpoeee or hitentloos—witli 
wfaleh'or upon whkfa the eetUeoentwu made, have not been falfiUed tddi 1& 
wipiid fbrei to the diinand***‘'"*He6tor: Indttn Fiscal Ad a l nlitrntio iv 
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paying the Jama into the public treasury, the sale of seTeral 
Jamindaries by auction for default, the infinite mutations 
which have taken place in the estates, the frequency 
with which they have changed hands, the measures which 
haTe been taken to strengthen the position of the 
tenants,—if all these things are carefully considered the 
case of the Bengal Jamindars will be pronounced as strong. 
They cannot, however, reasonably claim exemption from 
new or additional taxes which must press with uniform 
weight upon all classes and with greater rigour upon the 
wealthy. 

317. Ijion-tBX Rewenne.— The land tax must be 
removed from the category of sources of what is called 
non-tax revenue, the latter consisting mainly of Forests 
and Opium, as also commercial undertakings like Rail¬ 
ways, Irrigation works. Post Office and Telegraphs &c. 
There are, besides, several minor items of income, which 
are departmental receipts and arc in the nature of prices 
and fees for services directly rendered to the public. They 
are included in gross but excluded from net revenue. 
Opium revenue,was, at one time, considerable and, for 
years, went on steadily increasing as the result of a grow¬ 
ing t 9 reign demand but owing to an agteement with 
China, it has steadily declined and • will, in time, almost 
vanish altogether. Tbis'is a heavy sacrifice of income, and 
is likely to be regarded as quixotic, but it is calculated, at 
any rate, to yield satisfaction that India has helped a 
neighbouring nation to put down a degrading vice so 
nunpant in China though excise revenue has gone on 
merrily increasing in this country. 

Forests form a valuable State property of immense 
possibilities and income from them has steadily increased. 
It will continue to expand as forest products come to be 
utilised nmre and more for industrial purposes. The 
principle that such properties as forests should always be 
aationMfilklnBdy in operation in India and the nation 
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» not likely to lose control over that important asseti 
The Poet Office and Telegraph render groat social senricei 
and their management by the State has proved excep¬ 
tionally useful to the public. The payments made by tha 
public to the Post Office ore prices for services and 
stomp duties are taxes on acts. 

218. Railways.— Indian railways have now, be¬ 
come remunerative and constitute a valuable asset of 
the country. For years, they were not paying concerns to 
the State and have involved a total loss of about Rs. 60 
crores. Since 1904, they have, however, been contribut¬ 
ing a fairly large and increasing quota to the national 
revenue. The total mileage of railways open in 191S-16 
was 36,633 and the total capitaT outlay on all lines, was 
337.07 mores. The total gross earnings were 64.67 
mores and the working expenses, 32.92 crores. About 
72 per cent, of the mileage belongs to the State, the 
remaining to companies and Native States. The financial 
results of the working of the State railways are given 
below 

i9lS-i6' iStS-tS 
* (BuSsit) 

Csipiul at charge atad ot year...lM,8Si,ooo Sto,ii4,aoa 
Net working profit, dclu^og intomt 


d2argU.S»o...a.eM< 

..11,797,000 

11.914,000 

PeretalH^ ot set workiog profit 



to capital ootloy........ 

..,._...44S 

fi-lB 

Net working profit alter meeliag 


9,100,000 

percentage to capital outlay ot 



not profit otter ineetog 

letereet chorgei «.,.... I'll iHo 

The importance of railways for the economic develop¬ 
ment of the country, is undoubted. But railways having 
long been a burden upon the State treasury, which could 
ill bear it, a rapid extension at the cost of the tax-payer, 
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hat been most unpopular. We have also shown in out 
chapter on the Economic Revolution what effect railwiTS 
have produced on the indigenous industries of In^. 
Certain commercial interests press for a large annual nil- 
way programme, and a standard of Rs, 18 crores a year ' 
was laid down only a few years ago. The necessary ex¬ 
tensions and improvements of railways must, of raurse, 
be effected, but the liabilities must not be increased in such 
a vray that they would lead to a deterioration of the 
financial position. The Finance Member in 1913 had to 
administer a warning in this connection to his critics who 
wanted to hasten the pace. He said that the railways 
must never be allowed to become, even temporarily, a 
net burden on the general tax-payer. 

" As matters stand, we have in our railways a 
splendid asset. Let us safeguard that asset. Any 
admission of doubtful schemes or failure to count in 
each ease the full cost, any disregard of financial con¬ 
siderations, will surely lead to deterioration of a most 
serious character.”’' 

In some countries like Prussia, the railvrays, as in 
India, are State property and they are a .large source 
of revenue. The Indian tax-payer ^having paid for the 
railways and suffered losses, it is but due to him that they 
should be made a permanent<source on which reliance may 
be placed for yielding a substantial amount of revenue. 
The prosperity of the railways depends upon the charac¬ 
ter of the monsoon, and their profits have no doubt intro¬ 
duced an element of uncertainty in Indian finance.t 
. Indian finance used to be called a " gamble in rain”; 
now it is characterised as a “ gamble in railways." But 
if they are properly looked after, as Sir G, F. Wilson 
suggested, they must prove a splendid financial asset. 

* Sb Guy Kbetmod WIIho introdudug the Fiiieiidil StetMNot Igr 
»IS-X4. 

t See D. E. Weehe'i « Riilvay Ftanee'' end " R«nt IldUa Fkauk" 
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319. Railway PoHey.— The bulk of the Indian 
railways have become State property hut only a few of 
them are directly managed by the State, the others being 
under the management of companies who give the State 
a fixed share of their profits. Of the 25,000 miles of rail* 
ways owned by the State, only 8,000 are managed by the 
State directly, the remaining 17,000 being managed by 
companies under contracts entered into by the State with 
them. Whether all the State railways may not be profit¬ 
ably managed by the State, has therefore become a subject 
of keen controTersy. This important question was raised 
in the Supreme Legislative Council by Sir Ibrahim Rahim- 
toolla in 1915, who moved that on the expiration of the 
contract of management with the East Indian Railway 
Company in 1919, the management of that railway should 
be assumed by the State. A similar resolution was moved 
by the Hon'ble Mr, Sarma early in 1918 and as be¬ 
fore, opposite views with regard to the merits of State 
management of railways, were maintained. The views 
of the two opposite sides may be found summed up in a 
memorandum on the subject prepared and published by the 
Railway Board in 1916. From the point of view of eco¬ 
nomy and.eScient management, it is believed, company 
management is more desirable and a vast railway under¬ 
taking in the hands of the Stslte, is deprecated.* In Eng¬ 
land, America and France,* railways are private property 
but in Prussia and other countries they are the property 
of the State, being managed also by the State. We hold 
that from the financial as well as the economic point of 
view. State management of Indian railways is preferable. 

* TUi tIiw will be bund vigonudy miintuned be*' Note on State w. 
CenpiMiy M inago m aat of Railvtyi'' written I 7 Ur. S. C .Gboie. Tlia eaw br 
State aaiitgeinent may be lummed ny in tbs bliewing two antencea taken fnet 
Sir IbiUtim'i tpaech in tbs Vioeiny'i Cotindl“ No one diiputea the Sect tkat 
Uh lailwiya dtenld be worked on a cotnmetciol baela; wbat we objeet b ie tkat 
they dioiild be worked purely on a commercial bade imapectlTe o( tmj 
oUar eonddmatlon. All we atk la that in waking on a commeicial bade eat* 
-i—iM bn bad to the eeanomic end indualtial tatareilt ot thia constcy." 
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We need not here enter into the hietory oE nilwey 
conitmction in India nor into the details of the contro* 
versy regarding the system of their management. State 
policy in this matter has changed from time to time. 
Railway construction was carried out for years since the 
initiation of the enterprise about 1850, through joint stock 
companies started in England, under contract with' the 
State. The companies were guaranteed interest at 5 par 
cent, on their capital outlay and in addition half the sur¬ 
plus profits. They were bound to sell their railways to 
the State after 25 years. This guarantee system imposed 
a heavy burden on the revenues of the country and was 
discontinued in 1869. 

from 1870 Government began to borrow for railway 
development by direct State agency. But it was found 
that under this system progress was e.xtremely slow. The 
Stnte had, therefore, in 1880, to fall back upon the old 
guarantee system only modified so ns to ensure easier 
terms for Government. Vigorous efforts have since then 
been made to push on railway construction and to attract 
private capital for the promotion of feeder lines by means 
of tempting terms. 

During the War, capital expenditure on railways had 
to be reduced and they ha4 to be wotk^ at a high 'pres¬ 
sure. -The whole questidn of railway management and 
finance must now be threshed out again. The fundamental 
principles thathave to be followed are that the railways 
which are and which will soon be State property, must be 
under State managembnt and, therefore, under the in¬ 
direct control of the people ; that their remunerative cha¬ 
racter must be scrupulously maintained and that they 
should be worked in such a way that they will encourage 
national industries and minister to the convenience of the 
public. Supposing that railways are efficiently managed 
by companies, it must be borne in mind that they take 
away annually about a crore of rupees as profit, their 
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boftrds of lUBnigement are in London and are not under 
the control of public opinion in India and that they are 
more directly intereated in making profit than in looking 
to the convenience or advantage of the Indian people. 

The viev ia held by aome that profita from railwayaj 
which by their uncertainty, diaturb the even courae of 
finance and are not the proceeda of taxation, ahould not 
^ form part of the ordinary current revenue of the cofintry, 
but ahould be set apart for being laid out on the ezpan* 
sion and improvement of railwaya, ao that the annual 
borrowinga of capital will be aubatantially reduced. We 
are, however, inclined to hold that railway profita which 
are earned not only after meeting all chargea on account 
of interest on the total amount of capital borrowed for 
railways but after providing for annuity and sinking 
fund charges as well, are a legitimate source of revenue to 
the State and that the tax-payers should not, therefore, 
be deprived of it. 

It must not be forgotten that railways have now be¬ 
come remunerative only after having taken year after 
year a crore of rupees a year on an averdge for fifty years 
and it ia but ^t that the profita should go to relieve the 
burden of the tax-payer so far as this can be done Without 
detriment to the position of the railways, which are, after 
all, a commercial undertaking. W'e entirely agree with 
Sir William Meyer in the views he expressed on the 
subject in reply to Sir Dinsha Wacha who would have 
the railway surpluses earmarked for capital expenditure 
on the railway programme. Sir William said 

“ On the other hand, if you take Sir Dinshaw Wa- 
oha’s metaphor and treat the people of India as share- 
holders in railways, you have got the fact that the 
shareholder went without any dividends for a long 
time, because, as Sir Dinshaw has aptly reminded the 
Oounoil, it was not until after many years that the 
railways began to pay, and the shareholders may 
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quite naBonably olalm that they ahould hare some le- 
. ward for their past ahetinenoe. Alio, ai ehareholden 
might olalm In an ordinary buiinese they might lay 
” It la all very well for you to put part of the profit in¬ 
to Improving the buaineia, but you muat apply part of 
it in ^ving us diTldenda." $ 

320. Irrlgatloo Works.— One of the moat remu¬ 
nerative and, from the economic point of view, important 
commercial undertakings of the State consists of irriga-, 
tional canals constructed and maintained by Government. 
Wells and often smaller tanks are the property of private 
individuals, but the larger tanks, and the big canals are 
State properly. In the interests of the country as a 
whole, it is necessary that canals, so useful to the agricul- • 
tural ifidustry, and therefore to the well-being of the 
nation, should be the property of the community. 

'* Financially considered, irrigation works are class¬ 
ed as'major’ and 'minor* the former being subdivided 
into (1) Productive aud (2) Protective works. The most 
important irrigation works in India are those classed as 
' Productive works' or works the capital coat of which 
has been wholly or mainly provided from loan funds in 
the expectation that they will prove directl]! remunerative 
and that the net revenue derived from them wijl fully 
cover all charges for interest within a reasonable time 
after their completion.” 


'Protective works'are not expected to be directly 
remunerative. For only a few' minor works' are capital 
and revenue accounts kept. All expenditure connected 
with the ij^nstruction and maintenance of minor works is 
met from ordinary revenue. It is a long-standing com¬ 
plaint that the State has not paid as much attention to Ir- 
rijption works as to the railways though the estentionof 
the former is equally vitally necessary from the point of 
view of agricultural prosperity. During the past fifteen 
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yeati, however, the pace hae been accelerated and many 
important works have been executed and are in content* 
'plation, irrigating thousands of additional acres, 

The following table shows the financial position of 
irrigation works 


Prcdudke Works > 

Oapital outlay to end of esoh 
year. ... 

1916-17 

£ 

S7,li0,000 

1917-18 . 
Budget 

38,104,000 

Total receipts including iand , 
revenue due to iriigatien ...| 

4,733,000 1 

4,897,000 

Total expenses, including in- i 
terest on debt. ... ...| 

2,488,600 

2,624,000 

Net profit ... —I 

2,245,000 

2,273,000 

Percentage of net profit to ca- ! 
pital outlay. ... ...! 

6-5 

5-97 

Protectivi Works, 



Capital outlay to eud of each 1 
year ... 

6,166,000 

6,897,OCO 

• 

Net loss.... 

. 171,000 

198,000 

Mi'rior Works. • 

e 

• 


» 

Net loss.... 

464,000 

677,050 


33L 6astoms,—In other countries a large amoniit 
of revenue is raised from customs, fn India, the tariff 
has ail along been on a free trade basis, and a stiall 5 per 
cent, ad vkorm import duty, varied according to the 
nature of articles, was imposed, the duty on cotton' piece 

goods being only Sj per cent, counterbalanced by a cor¬ 
responding excise duty. It was believed that in a podr 
country like India, with unlimited undeveloped resources 
arid with abundant raw. materials, freedom' of' exchange 
51 
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with fan%n oonntriM tni a ptiaary need. Sir John 
Stiachey obeerved * 

"Hare than li a eoantiy whioh, both from Ita 
porarty, the prlmltlee and monotonoui oondlon of Iti 
IndniMal lib and the paonliar oharaotar of ita polltl- 
oal oondltlon, raquiiaa from Ita QoTammant before all 
thinga flia moat aoonomloal traatmant of ita raaouroaa 
and, tbarafora, tha graataat poialbla fraadom in ita lor- 
algn azehangaa.” 

Cnrlonilj enongh, exactly the opposite theoty wu 
propounded by a auccessor (^Sir John, Sir G.F. WiU 
aon who ptnnted out in 1911 that in snch a country as 
India we muit rely, for many years to come, largely upon 
Import duties as an important source of reTenne.§ Custom 
duties constitute indirect taxation of a convenient kind 
which falls upon almost all classes of people, particularly 
the higher arid middle classea, and has the advantage 
being substantially productive. 

We have treated the subject of tariff's at some length 
already { and need not go over the ground again. It is 
sufficient to observe that India must depend mote in the 
future, on the indirect source of revenue provided by 
customs duties, import apd export,'If the country is to 
make rapid progress.. The necessity of meeting the situa* 
tion created by the War, forced the hands of Government, 
and in 1916, new import and export duties had to be im¬ 
posed and the old ones increased.t Sugar, jute and cotton 

* PtaMdil SltiaMat, iITt 

t" Tlit|<BtnlMr<SntcaaiBp(MdMtldMiriildiita«d It ] per «nt,aS 
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piece goods were the chief ertlclei selected fortniacreiie 
of duty end it was an eminently wise selection. In 1916> 
17, the changes in the tariff were calculated to yield an 
ad^tlcnal revenue of £ 3,150,000. One million £ more 
was obtained by the enhancement of the import duty on 
cotton goods from 3} to 71 pet cent, in 1917-18. The 
rates «f the jute duty were doubled and were expected to 
produce £ 500,000 and a surcharge, yielding ^ same 
'amount, was imposed on railway goods traffic. Customs 
yielded £ 5,873,886 in 1915-16; in 1918-19, they were 
estimated to give £ 10,714,400. The obstinate opposition 
of the representatives of I.ancashite in Farliammt to 
an increase in import duties on cotton piece* goods from 
31 to 71 per cent, nnaecompanied by a corresponding 
increase in the excise duty, the S^etary of State’s 
defence of the policy of Government and the attitode of 
the Liberal and Conservative parties in the matter, proved 
eminently instructive. 

In the absence of suitable direct sources of tevenne, 
cnatoms duties have to be levied on a considerable scale. 
In impoting these duties, care has to be taken that they 
will not press hard upon the consumer and give an undue 
advantage to-particuUr interests. Import dnties; It is 
said, make articles dear.to the consumer; but if he is to 
be taxed, as he has to be, it is better to make him pay in 
this indirect manner. Lancuhire and ether freettaden 
sympathise with the Indian consumer; bat it is only the 
consumer of fine English fabrics and e^ foreign articles 
that will benefit by a policy of free mports. If other 
taxes are levied or increased, the ordinary consomer will 

tw me 8 dpti mA dg mn w 5a pw ad M, Nttmr anMUs. 
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be hit much harder and even his food will become dearer. 
Poorer classes in India are content with country-made 
goods and they will not be affected by cuRtom -dnti's as 
they will certainly be if salt and land, for instance, are 
more heavily taxed. Promotion of indiuenons industries,, 
is comparatively a secondary consideration when we are 
pealing with finance, but it is one which cannot be'alto¬ 
gether ignored. As Mr. Austen Chamberlain, the then 
Secretary of State for India, pointed out to Lancashire' 
manufactures when they protested against the enhance¬ 
ment of the import duty on cotton piece goods, they 
want a free market in India' as a protective measure, 
and similar protection may be claimed by other interests. 
Preferential duties are advocated on the aboveground 
by British tariff reformers and the Indian tariff must be 
framed on the same principle. 

322. Excise and Salt.—Another indirect tax is 
the excise, and this revenue is derived from the manufac¬ 
ture and sale of intoxicating liquors, opium and hemp 
drugs. There has been an alarming increase in this 
revenue during recent years. This growth is naturally 
regarded with grave anxiety os the habit of drink is one 
of the'deadliest of evils from which society may suffer. It 
is, however, state! thatthe considerable growth of the 
excise revenue in recent years is due mainly to higher 
rotes of duty and stricter excise control, and does not 
indicate a corresponding increase in consumption, al¬ 
though some increase has occurred through the expansion 
of population and the greater prosperity of certain classes.' 
It is unfortunate that the prosperity of the people should 
be associated with the growing consumption of liquor. 
Exdse duties are imposed upon intoxicating liquors and 
drugs for controlling their consumption as well as for 
raising a revenue. Licenses to manufacture and sell are 
sold by auction or fees are levied and revenue from this 
"teurce has fast ihereued being now more than As. 8 per 
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bead of the population. An interesting discussion took 
place on this question recently in the Viceroy’s Council 
when Mr, Sarma moved a resolution asking Government 
to lay down a definite policy for discouraging the con¬ 
sumption of liquors, but the proposal was not accepted. 
Revenue considerations must certainly be subordinated to 
the .promotion of the physical and moral well-being of 
the people. ^ ’ 

The salt duty is another indirect tax which falls upon 
and is felt mainly by the poorer classes. It has ever been 
a favourite source of revenue with Government. It is one 
of the oldest taxes and tUe duty is levied on all salt im¬ 
ported into and manufactured in India, ft is the only 
tax, it is said, wuich reaches the masses and is a minute 
contribution made by them to the public treasury. In 
1882 the rate of the duty was made uniform throughout 
the country at Rs. 2 per maund and was raised, six years 
later, to 2^ rupees. Salt is a necessary of life in India, and 
a duty on such an at tide ought to be light if it cannot be 
dispensed with altogether. Only in cases of extreme 
necessity should the article be subjected to a duty. Since 
1903, on thejjersistent exhortation of the late Mr. Go- 
khale, the tax has been steadily reduced and it stood at 
Re. 1 per maund; but it was ^recently increased on ac¬ 
count of the pressure'of war Cbpditions. In 1916, the 
duty was raised from Re. I'to Re. 1^ per maund and the 
increased rate was calculated to yield about £ 500,000 
additional revenue. 

The fadlity with which the tax can be increased 
without trouble and change in machinery of collection, 
is a temptation, which has, however, to be resitted. 
As the late Rao Saheb V. N. Mandlik said in the 
Viceroy’s Council several years ago, “ Salt, like grain, 
ought to bo practically free or if that cannot be, that it 
ought at least to be taxed as lightly as possible.” The 
fact that even a small reduction in the salt tax, has in- 
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mediately led to an increase in eoninmption, shom the 
importance of this necessary of life to the poorer daasea. 
The salt tax is regarded as a reserve of financial .power to 
he drawn upon in times of need and resemblesi in this 
respect, the English income tax or the land tax in England 
before it was allowed to be redeemed. 

, 223. Income Tax.—The Indian income tax' hu 
not been very productive and yielded about Rs. 3 crores a 
year, until the rate was enhanced in 1916 on a graduated 
scale on incomes of above Rs. 5,000. This is due to tire 
fact that the people are poor and the number of those 
who can be assessed is extremely'small. Beudes, income 
from land is exempted from this tax, as it has already to 
bear the burden of the land tax. Then, again, those who 
would be subjected to a well-designed income tax bring¬ 
ing into its net the wealthy, upper middle, trading and 
the professional classes and making them pay their due 
share, are influential people and can resist the imposition 
of such a tax on one ground or another. Sir John 
Stachey said:— 

'' There is ne oountiy where a tax upon incomes 
is more just than in India, but there has been dlfflonliy 
in imppsing and maintaining it because it .has been 
opposed by the richest and most powerful olas8U,'who 
alone can make their romes heard. It has long been 
a reproach to our adminiitrai'icn that they have borne 
no fair proportion of the public burden.”* 

Before the.present income tax was first imposed in 
1886, there had been'in existence the license tax on pro¬ 
fessions and industries. The financial diffieultiest of that 
year compelled Government to devise new schenua of 
taxation. Import duties and a higher tax Upon salt were 
not to be thought of, and Government turned to the 
income tax as the only resource left to it. How strong 

* IndU, Si AdmUeatioa •adprasna 
t (Wrbili i*d liaieeh Irfowsa pw td-it. 
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mt tbs opposition of powetfnl classes to an incoine tax, 
may be ju^ed firom tbe ^eech Sir A. Colvin made in the 
Viceref^ .Council on 4tb January, 1885, in intrododng 
the Liopnse Tax Amendment Bill. He said 

” The financial history of the last 85 yean is 
strewn with the ekeletone of discussions on direct 
takation and more than one of my predecesson u 
gibstted on that dismal golgotha for the part which 
he took in connection with it...the classes in this 
country who derive the greatest security and benefit 
from the British Government are those who contribute 
the least towards it-.I know that what I have said as 
to the immunity of the middle and upper elasses from 
their due share of tbe public burdens is as a twice told 
tale vexing the dull ears of a drowsy man; but it is 
nevertheless a grievous blot on our Indian adminlstra* 
tion which urgently calls for removal and which I 
believe, with patience, prudence aad exercise of a 
little fortitude must and will be removed.”* 

When the Hon'ble Mr. Dadabhoy moved a resolution 
in tbe ificeroy's Council in 1912, recommending that the 
minimum of income assessable to tbe income tax be raised 
from Rs. 1,000 to Rs. 1,500 a year (tbe original limit of 
Rf. 500 had been raised to Rs. 1,000 in 1903 an Lord 
CurxoA’s time when' the treasury was overflowing with 
surpluses), Mr. Gokbale laid down the following sound 
maxim. 


“ The State has to look at the whole sohsme of 
taxation, first, from the standpoint of its own necessi¬ 
ties, and secondly, from tbe standpoint of tbe com¬ 
parative ability of the different classes to pay their 
particular share of tbe total revenue raised from the 
community. Kow, judged by this standard, I really 
do not think that the class for which my Hon'ble 
friend seeks a remission, has any substantial grie¬ 
vance.” 

* Frocssdlap of die Ssprenie Lei^litit* CmbcU, 1 BI 6 , 
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Under the stresi of var conditions, Government not 
only introduced the principle of progressive taxation into 
its income tax, but also imposed a supertax, in addition, 
on all'incomes in excess of Rs. 50,000 per annum, on a 
graduated scale. 

In the budget for 1916-17, when at last the tax on 
incomes was increased, all existing exemptions were left 
untoiibhed and no alteration was made in the taxation of 
incomes less than Rs. 5,000 per annum. On the principle 
of graduation, the following rates were fixed for higher 
incomes 

From Rk S ood to R«. 9|999...6 piain the Re. or d. per £, 

From Ri. lo^ooo to Ri. i4,99iP...9 piei ia the Re. or i J d. per £. 

From Rk rS^ooc to and upivardi.«.i Anna'm the tte. or ii. 3d. in the £. 

This increased taxation was calculated to yield £900,000. 

The super tax came in 1917 and began in respect of 
incomes exceeding Rs. 50,000 and was to be levied in an 
ascending scale as shown below 

For every rupee of the first Rs. 50,000 of the excess, 
t. between Rs. 50,000 and 1 lakh, 1 Anna per rupee. 

For every rupee of the next Rs. 50,000,pf the excess, 
I. e., between 1 lakh and U lakhs, Annas per rupee. 

For every rupee of the next Rs. 50,000 of the excess, 
2 annas per rupee. 

For every rupee of the next Rs. 50,000 of the excess, 
2^ Annas per rupee. 

For every rupee of the remainder of the excess i, Cu 
on every thing above Rs. lakhs, 3 Annas per rupee. 

This is, of course, regarded as a special war measure, 
but the new principle ought to be made to stgy. With 
increasing demands upon the Exchequer, those who are 
in a position to pay, ought to be made to make a contri¬ 
bution to the expenditure of the State, proportionate to’ 
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their aeuu. If relief is to be gnoted, it must be grant* 
ed to petty, resourceless land-holders whose agrioaltmal 
incomes arc taxed through land revenue. Larger incomes, 
from whatever source they come, agriculture, industry or 
trade, have to make their reasonable contribution. 

324. Directions ot Reform.—We cannot dis- 
sociatJetbe problem of taxation from'questions relating tq 
expenditure, the machinery of finance and centred of 
'financial administration. It has to be first (1) noted that 
the administration in India is too costly for the poor 
country and, wherever possible, expenditure must be 
tpduced, especially by sutistitutiug lo^an agency in the 
place of the European. Progress and reform undoubtedly 
mean greater expenditure and India, poor as she is, must 
pay the proper price for the advantage of the western 
methods of administration. But the machinery of Govern¬ 
ment is more expensive in several parts than it need be 
and expenditure may be conveniently cut down on many 
items. Certain ideas of efficiency which dominate the 
administration at the present moment, must be revised 
and the spirit of economy must be infuspd into the ad¬ 
ministration. 

(3) Even when this economy is introduced, the 
country Wifi indeed have to face* q steadily growing ex¬ 
penditure urgently required to prodiote social and eco¬ 
nomic reforms. The question of mass education alone 
will require crores of rupees annually and that reform has 
been put off from time to time on the plea of want of 
funds. It will be a delusion to suppos& that with a re¬ 
formed and popular Government, expenditure will decline. 
If anything, it will increase. The outlay of funds on 
education and sanitation will, however, return to the 
people a hundred-fold in increased prosperity aitd im¬ 
prove well-being. (3j This will necessitate additional 
(axjtion if the natural growth of revenue combined with 
economy does not yield enough funds. (4) The chief' 
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Mvon <i revenue will have to be customs,—impeit eitd 
export duties,—heavier taxes upon larirer incomes and ln< 
heri.ance taxes. Increased revenue may also he expected 
from the existing taxes which will steadily become more 
productive and also from the commercial undertakings of 
the State. (1) Imposition of taxes and expenditure of re* 
venue must be brou^htmore under popular control. (6) 
Audit will have to be iiidi-pendent and more strict. Even 
in England, in spite of an independent Auditor-General and 
a standing committee of Parliament to keep a watch on and 
control expenditure, there is a demand that a more effec¬ 
tive check should be devised, lu India such control does 
not exist and ihe proposal was made before the Welby 
Commission and repeated recently by Sir Dinsha Wacha in 
the Supreme Council, that an nudit machinery like that in 
England should be set np here. But Government is 
thoroughly content with things as they are, and says that 
though the sysem is not perfect, it is quite effective. . (7) 
There must be further decentralization* of finance and 
Provincial legislatures must be given the power of in¬ 
dependent taxation, ag tin, under popular control. And 
(8; the .resources' of local bodies must be inaeased by 
large assignments or grants-iii-aid, so thathiore ntay be 
spent ou the promotion of sanitation, village public 
works, medical relief and>education>. 

225. Decentralization of Finance.—At present, 

Provincial legislatures do not possess powers of taxation 
and are controlled by the Supreme Government. Greater 
decentralization of finance will make Provincial Govern¬ 
ments more responsible and the freedom allowed to them 
will enable them to raise larger funds by taxation and .to 
spend them for the benefit of the people. The Government 
of India is wedded to the system of centralisation though 
the latter has been steadily relaxed in favour of local 

* Sm Asdiat’i ladita Adjateiitnilcn, Clupttr VIII sod CeUnls-Hd' 
nOBMSienibni. 
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Govenments; but in time, contributions Irom die latter 
to the Central Government must become the cardinal 
feature of Indian finance and must take the place of the 
principle of assignments of.Imperial revenue to Provincial 
Governments. The expansion and reform of the Legisla¬ 
tive Councils make this change imperative. 

• 

The financial relations of the Central Gov^ment 
and Provincial Governments are an important problem 
involved in the consiitutional reforms that are under dis¬ 
cussion, Though the provincial Governments in India do 
not occupy the same position as the constituent states of 
federated nations like the U. S. A., the progress of this 
country is not likely to be rapid unless financial in¬ 
dependence is granted to the Provinces. Government of 
India’s policy has always been, and it was more marked 
before Lord Mayo’s reform of 1871, to regard its exche¬ 
quer as the one national exchequer of India and to t'eat 
.Provincial Governments as subordinate authorities who 
were to collect and spend funds that were to be assigned 
to them. For the past fifty years, a slow development 
has taken place in the direction of provincial decentralixa- 
tion. But Fkovincial Governments can neither tax nor 
raiw loane’independently. 

» • 

This state of things, must *now be replaced by a 
system under which Proviuciil Governments have in¬ 
dependent sources of revenue and there are no divided 
heads as at present. For instance, customs, income tax, 
railways &c, may be entirely Imperial, while land revenue 
wTriM , stamps &c. shoulJ be wholly proriucial. Militaryi 
naval and other charges will have to be borne by imperil 
revenues and the Provinces must make contribuiieni to 
them on certain fixed pi iiiciples. This reform was sug¬ 
gested several years sgo, but we move very slowly in this 
coun^. The grant of fiscal autonomy to the f^oviocss 
aad the readjustment of the financial relatione between 



txstur Eoovoidai. 

tha cfentral and Proviadal GoverameaU can be delayed 
no longer. 

296. Local Finance.'— The financial porition of 
munioipalitiee and local bodieii also needa etrengthenlng. 
They must be given growing sources of revenue and 
greater control over their own affairs. They will also 
have to Increase their revenue bv new taxes, additional 
rater and otherwise, if they are to discharge their func¬ 
tions efficiently. In 1913-14, the total income of all local' 
anthorities, district local boards, municipalities, canton¬ 
ment committees, port trusts &c, was about Ra. 21|. 
crores. Of this the revenue of ’‘the district local toard? 
was Ra. 7,68,93,890 and that of the Municipditiea, 
Ra. 8,73,45,578. Municipalities raise revenue by imposing 
Octroi duties and house and water taxes; the local boards 
have the land revenue cess and there are other sources of 
income which are not very productive and elastic. The 
needs of sanitation, improved water supply and communi¬ 
cations, medical aid &c, are very urgent and the well¬ 
being of the mass of the population depends on what may 
be spent on these reforms. 

This local finance is very important in other countries 
and thn position-in India in that connection is unsatisfac¬ 
tory. Mr. Gokhale mos,t successfully brought out this 
contrast in a speech he made in tbs Viceregal Council* in 
moving his resolution on the resources of Local Bodies. 
While in England, out of the total revenue, national and 
local, the share of local bodies is two-fifths, in India it is 
only one-fifth, and thore than one-half of that one-fifth is 
administered by the State itself. 

It is not possible for us here to enter n^on a diaoua- 
lion of the principles on which functions of national and 
local Government are divided and of the seven! systems 
in vogue in different countries, with regard to the retation 

* itthMwdi, iStf ^ 
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between national and lopl finance. The existing' local 
bodies in India are, so to say« exotics which have not yet 
taken deep root into the soili and the importance of reviv¬ 
ing indigenous institutions like Pam Aoyots has come to 
be recently appreciated. In whatever form wo have these 
local bodies, they will succeed only if they are thoroughly 
popnlar. Functions like primary education and sanitation 
will, in any case, hav^to be performed by them and th(^ 
will have to look after the local roads, bridges, tanks, 
hospitals and so forth. 

Local bodies are at present severely hampered in their 
jvork by the paucity of funds, their resources being hope¬ 
lessly inadequate to the efficient discharge of their func¬ 
tions. Land and other forms of property are the most 
suitable objects for local taxation. While income from 
land above a certain limit may be taxed by the central 
government for national expenditure, local authorities 
should be allowed to levy a tax for their own purposes 
' on land in their jurisdiction. Land.holders benefit directly 
from services rendered by local bodies and they will 
manage the funds supplied by them to tl)ose bodies. 

In France, local authorities ore allowed to add a rate 
to various national taxes for their own purpose .and in 
Germany, they havethpir independent income taxes. In 
India the land tax, with redpetionf in the case of very 
small cultivators, may be handed over to the local bodies 
as a tax upon property while a general income tax which 
srill fall upon agricultural as much as bn noa-agrienltdnl 
incomes, may be retained in their'own hands by the 
central authorities. 

237. Land and Loeal Plnanee.— This will sound 
as a revolutionary proposal, and sudden changes nay be 
deprecated. We shall, however, be content, if the princi¬ 
ple of the position here taken up is accepted and tbs 
change is slowly wrought. The existing madilnery oC 
the aaaesiment and collection of the land "tax 'shbldd' be 
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retained and the proceeda of it should be paitlyi if not 
wholly, assigned to local bodies. It may be repeated that 
the land tax should be a tax upon property or land values 
and moderate in its incidence, particularly so far as small 
holders are concerned, the larger agricultural incomes 
above a certaiu limit being assessed to the income tax. 
The existing assessment of the land tax may even be 
retained if a substantial portion o^its proceeds is assigned 
to local bodies. 

It has been already shown that the total burden of 
taxation in India is not light compared with that of other 
countries. But the distribution of land revenue between 
the rutional Government and the local bodies is most 
unsatisfactory. Mr. Gokhale says 

“ In England the bulk of the contribution that 
comes from land goes to local bodies, the Central 
Ooveroment receiving only a very small amount as 
land tax. In France more than half the contribution 
from land goes to local bodies. For the year which 1 
have taken into consideration, for every hundred 
oentlmes levied by the state from land, there were 
130 centimes levied by the Communesi and Depart* 
mente together. In this country, however, the divi¬ 
sion is in the proportion of 16 ip ‘1, that is, sixteen- 
seventeenths goes ta the state and only one-seve» 
teenth to local bodies. Now there we have really a 

serious grievance.If we could get for our local 

bodies a much larger share of the contribution from 
land, even if the,proportion was not as high as in tbs 
'Wsiit, most of the financial troubles of those bodies' 
will dlssppsar. Of oourse, my Lord, I do not mean 
that any large proportion of the laud tevsnns. ean bs' 
transferred at once to local bodies. I urge that, lu 
oonsideraiion of this difference, the Qovsmmdnt 
should help our. local bcdiss with large recnsHug. 
grants."* 
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It (honld b« noted that a large portion of the re- 
Tenue of local bodlai in other countries is derived from 
land and if local finance is to improve in India and the 
functions of local bodies are to be satisfactonlf dis¬ 
charged to the benefit of the mass of the population, 
we must progress along the lines followed by western 
nations. This will necessitate a suitable adjustment of 
the existing spstem to the needs of reform and,the' 
abandonment of the prevalent theories about land 
revenue, 

338. Public Debt.—We shall close this chapter 
with a brief account of the’Public Debt of India. At the 
outset, we have to emphasise one peculiarity of the Indian 
debt vis, that its burden is extremely slight. While the 
public debts of European countries have ran into hundreds 
of millions of pounds, chiefly owing to wars, the bulk of 
the Indian debt has been contracted for productive pur¬ 
poses, It must not, however, be forgotten that in the 
past we have paid off our unproductive debt out of revenue 
at great sacrifice. India has had her dead-weight debt 
incurred for wars, expeditions beyond thf frontier, war¬ 
like preparatiops and for meeting famine expenditure and 
defidte. But whenever there were surpluses, they; were 
systematically used for redudng the public debt, which 
means that the Indian tax-papers have had their burden 
of debt paid off out of tax-money. 

In the time of the East India Company, political and 
oommerdal functions of the State were mixed up together- 
The continued wan which the Company had to undertake, 
went on adding debt to debt steadily from year to year, 
though a part oE the deficit was supplied from the com¬ 
mercial profits of the Company. The total ' territorial’ 
debtof Indiainl792 wbs£7 millions and increased, to 
£ fiO millions in 1829, to more than £ 51 millions by the 
middle of the 19th century, and to £ i9H millions in 
1858. The Mutiny made additions to the pubfic debt. It 
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mot xlp to kbout A 129 millioni in 1876. The debt ttood 
u Mows during the subsequent jrean 


Slst 

Hatch. 

In Stetling. 

^ Mill. 

In Be. 
15B8.=£1. 
Mill. 

Total 

£. 

Interest 

,1888 

1 84-1 

65-4 

149-5 

6-2 

1893 

106-7 

68-6 

175-3 

6-7 

1898 

123-8 

74-4 

197-3 

6-7 

1903 

1 

133*8 
[ ^ 

78-2 ' 

212-0 

7-1 

1908 

' 156-5 

1 

- 88-5 

1 245-0 

8-1 

1913 

179-1 

95-2 

1 274-3 

L. 

9-5 


- The ‘ ordinary’ or unproductive debt vras gradually 
reduced, and the productive and unproductive debts are 
distinguished in the follovring table 

Ordinary and Productive Debt 



Ordinary. 

Productive. 

Total. 

31st 

March. 

Hill. £. 

* 

Bailway. 

-Irriga¬ 

tion. 

Total 

Mill £. 

1888' 

73-0 

59-2 

17-3 

57-65 

149-5 

1883 

65-0 

■' 91-0 

19-3 

110-3 

175-3 

1898 

70-0 


21-7 

127-7 

197-7 

1903 

59-1 

128-1 

24-8 

159-2 

212-0 

1908 

37-4 

117-7 

29-9 


245-0 

1913 

25*0 

, 211-8 

37-5 

249-3 

274-3 
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Unnmoiuntive debt shrunk in 20 yaar^from being |to 
i of the total volume of outstanding loans. The reduction 
reflects approaimately the extent to srhich current 
revenues have been devoted to capital expenditure. There 
is a sort of sinking fund arrangement by which to rednca 
the ;inprodnctive debt, while for the redemption of the 
productive debt provision is made for annuities &e. in the 
railway expenditure. Interest charges debited to railmys, 
; contain items of this description, so that the true profits 
from the railways are higher than those shown in the 
accounts. “ In any year in which, ovring to the use of 
surplus revenue or deposits for the construction of public 
works the capital expenditure of the year exceeds the 
amount of debt incurred in the year, the effect of this 
system of classification ( Ordinary and Productive Debt) 
is to cause a decrease to be shown in the amount of 
the ordinary debt." The Debt stood as follows on 31st 
March, 1913 

(c) Permanent Debt. 

Deb^ for Railways ... , ... 211,832,819 

u Irrigation works. 37,552,030 

For initial expenditure on Delhi ... 119,886 

‘ Total of Publio Works'Debl ... 249,504,785 

Balance, being Ordinary ifebt ... 24,898,777 

Total Permanent Debt ' ... 274,403,512 

(6) Temporary Debt incurred on security 

of India bills * ... Nil. 

Total debt (permanent and tem¬ 
porary) £ 274,403,512 

The position at the close of the year 1916-17 was as 
follows 

“ On the 31st of March, 1917 the Indian Publio 
■ T)sbt amounted to £ 285,310,304 (visrupee debt eon- 
So 
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TttM Into itorling at 1 1 ,4 d. the rupee, £ 111,165,580, 
and iterling’debt, £ 174,144,7M). There were aleo 
other obllgatloni of the Ooyeimnent of India, inolnd- 
ing Baying! Bank balances, Judicial and Departmental 
deposit!, balanoas of seryloe funds Sco. amounting to 
£ 31,604,377, and the yarlons railway annuities, repre¬ 
senting in the present year a oharge of £ 994,013," 

Goyernment raises, for its capital programme, rupee 
loans in India and sterling loans in England, and for 
purposes of railways, the latter are necessary as sufficient 
amounts cannot be raised in this country. While ei- 
ehange was unstable, sterling borrowings entailed a heayy 
charge; that 'difficulty has now been remoyed. It iC 
still desirable to raise as much capital in India as possible. 
Construction and maintenance of railways require, accord¬ 
ing to the high standard laid down, larger amounta which 
cannot be secured in this country, and the amount of 
interest that has to be paid to England increases year 
after year. The War Loans are, of course, extraordinary 
loans, and though their success has been gratifying so 
far as it goes, the total obtained by Goyemment out of 
the Rs. 150 crores,' shows the poverty of the country com¬ 
pared with the abundant wealth of other nations. 

I * . ' 

939. War Loans.—iBat the fact that the response 
of the people to the appeal ficfn Government for the first 
War Loan, exceeded all expectations and reached £ 36 
million, taught the lesson that if her resources, limited 
u they are, are properly tapped, India is capable of yield¬ 
ing large amounta as a contribution to the Public Debt. 
The War has undoubtedly brought copious funds into 
the hands of several persons, and this abundance of 
loanable capital will not be a feature of peaceful times. 
But it is hoped that Indian people will be able in future 
to satisfy the annual capitid needs of Government and 
it need not look to London for loans. This will be an 
eminently deiliahle development as it will save a steadily 
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increuing amount of mpney from going out of the conn- 
tiyi in the form of intereat to outside investors. The 
Cash Certificates issued by the Post Office were a novel 
feature of the war loan of 1917 and they have now 
become a permanent measure. 

, People were induced to invest in the vrar loan 
through the Post Office and there were also long apd 
short time securities offered. The amounts obtained in 


1917 were as follows 

HUUob £. 

Mom Lcnc 

l64 

Poitsl 

J>9 

Cidi CertlSettes 

• 64 

ToUl 

36-1 

Tbc bu WM dulrlboted •• uadv 


S per eent. long tcnn Lom at 

UilLf. 

x9iM7 

.. ... 8*3 

5^ per cent. S^ear War Bond* t«s 

.. xS’S 

Si per ceot Wtf Bondi ... 

.. ... 8>0 




The experiment of 1917, having ppved encouraging, 
it was dedt^ed to repeat it in 1918 and it was arranged 
that the mpney raised by means of the war loans should 
be paid over to Hh ^Majesty's Government as part re* 
demption' of the war contribulion of £ 100 million made 
by India of which a third had Seen already paid off. 
The loans had the welcome effect of placing at the dis¬ 
posal of the Government of India sufficient funds to make 
disbursements for His Majesty’s Government. 

The Government of India used to raise temporary 
leans long ago by issuing treasury bills; but their place 
was later taken up by the special reserves which are drawn 
upon in cases of need. But ' the drdn on our rasonrees 
by heavy war payments for His.Msiosty's Govaro* 
mentand the Secretary of State's Council bills led ns in 
the middle of October (1917) to introduce a new «pari* 
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ount-^tbe isiue of abort term Treasury Bills which could 
be taken at option for periods' of 4, 9, or 13 months.’ 
Three months’ bills also were issued later on and by the 
end of the year 1917-18, about £ 30 million was obtained 
in this way. 

330. Redaction of Debt.— Wniie our Finance 
Ministers used surpluses to reduce the unproductive debt, 
smalWhongh it was, the late Mr. Gokhale contended, year 
after year, that they should have been mainly devoted to 
the financing of schemes of social reform. Persistent sur- 
plnses, he urged, were funds taken out of the pockets 
of the tBZ.p 4 yers and must either be returned to theos'' 
through remission of taxation or, much better, be devoted 
to the spread of education, improvement of sanitation and 
so on. The following long extract from one of his spee¬ 
ches in the Viceroy’s Council, gives a lucid exposition of 
the Public Debt position in India and of his views in that 
connection 

“Sir, what is the amount of our debt? Our total 
debt is made up of various component factors. There 
ie the permanent or funded debt, There is the tem¬ 
porary or unfunded debt And there are v&rious funds 
‘ with the Government, such as savings banks deposits, 
service funds, speoial ifans, judicial deposits In obnrts 
and BO forth. Agai^ this the Government have their 
Ballways and Irrigation works, their'loansand ad- 
vanoe to local bodies, Native State and cultivators, and 
their cash balances. Deducting these latter from the 
total debt, what remains is the true ordinary or nn- 
productiva debt Now taking the figures for 1^-8 and 
bringing them up to date, we find that in 1907-8 the 
permanent debt in India was 88*SS millions; the perma¬ 
nent debt in England was 1S6>48 millions, or, in the 
two eenntriss together 845 millions That was the 
funded, permanent debt, fiiat year. The unfunded debt 
in that year was onlyl million. Then about 80 mil- 
Upss represented special loans, service funds, saving 
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bsnlcB depoaits, departmental and judicial depoaita and 
miaoellaneoua obllgationa of the GoTemment, or total 
llabllitioa of 266'id milliona or 400 ororea of the liabi- 
lltiea of the Oovernment. As aetalnat this the OoTen* 
ment of India had in that rear 177-7 milliona inveated 
in railwaya and 29-87 in Irrigation works or a total of 
207'S7 millions under the two heads together. The 
Bailway debt was earning about 5 per cent, the Irriga*, 
tion debt about 7 per cent Therefore it was realljt no 
debt at all in the sense in which the term debt is uaed. 
That accounted for 207 out of 266 millions. Then the 
loans and advances by Government to various -Local 
Bodies, Native State arid cultivators amounted in that 
year to 13 millions, and the cash balances were 18-6 
millions. Thus 289 millions out of 267-28 millions 
represented the investment and cash balances of the 
Government, leaving only about 27 millions of real 
unproduoteive debt for the country. This was in 
1907-08. Since then the position has undergone some 
deterioration. Of course, there has been additional 
borrowing for Bailways and Irrigation, but we need not 
take that into account since Bailways and Irrigation 
investments are earning 5 and 7 pei; cent, interest 
respectively. Bat there was a deficit in 1908-09 of 3-74 
millions. In 1909-10 there was a surplus of '61 million 
and jhls year excluding the opium surplus of i mil¬ 
lions, there is still a'BnrpluBM'49or half a million. 
The position therefore daring the last 3 years has 
undergone a deterioration by about 8>64 millions and 
we must add that to the figure for 1907-08 to find the 
total unproductive debt at the present moment. This 
comes to 29 7 millions, say 30 m'ilUons. Or if the 
Finance Uinister will prefer it, I am prepiMd to take 
the funded unproductive debt, as it appears In our 
accounts, which is 37 millians. That means making 
a present of about 7 -millions to the Eon'ble Uembst; 
but I will do so and will take 37 millione for the 
purposes of my argument Now, Sir, what is a total 
t^prodvotlve debt of 37 mfilions for a vast oountry.like 
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India? What is snoh a debt oompaied with the huge 
debts of other countries? And is the rednotion of this 
trifling debt a matter of snob paramount importance 
that every thing the Finance Department can lay hands 
on should be devoted to this reduotiofl to the practical 
exclusion of all other useful obieots, as has been done, 
during the last 10 or 12 years? Sir, my protest against 
' this policy of the Government has been a long-standing 
one. Year after year, for the last 10 years, I have 
been raising my voice in the Council against this 
policy, but so far without much effect. How does our 
uniffoduotive debt compare with that of other countries? 

In England atthe presentmoment, you have a national.' 
debt of over 700 millwne, corresponding to our unpro- 
duotive debt. In France it is over a thousand millions. 

In several other countries it is four to flve hundred 
millions. Even in an Eastern country like China it is 
about 110 millions, though the annual revenue is much 
smaller than ours. The Hon'ble Member speaks of 
the necessity of strengthening our oiediL If we look 
at the rates of interest at which different countries 
borrow, it will be found that our credit is exceedingly 
good.”* 

It was plausibly contended on the other side that 
a surplus could not be put to a better use than to the 
reduction of unproductive'debt and that a similar sinking 
fund arrangement existed in‘Orest Britain for extinguish¬ 
ing public debt. What bappened in India during the first 
dacade of this century was tbat surpluses persisted in 
oocnrring year after year, averaging about 4 crores 
a year. This was ifue partly to underestimation of revenne 
and ovarestimation of expc^itnre and partly to the exist¬ 
ing high level of taxation—an effect of the new enrraney 
policy inaugurated in 1899. The surplus revenue ongl^ 
therefore, to have been spent on measnres oi social reform 
rather than in reducing the public debt. India's un¬ 
productive debt has now increased by the addition of 

* Sm OoUab lad TtaiHnlr Riftirai, piga siMsa 
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£ 100 milHoo given u a vu contribntion to Great Britain, 
Sinking fond oirangementt have been made in connection 
with this debt. It most be remembered that against thiSi 
we have a special reserve oC £ 20 milliouj about £ 34 
million of the Gold Standard Reserve and a slightly 
larger amount belonging to the Paper Currency Reserve 
invested in England, The public debt position of India 
will be clear from the following table 


, Debt ouMamUng 
OD 3iit Much. 

IS14-IS 

l9tC-rt 

I9l7-l8 

Rerued. 

Budget. 

m »«• 

£ 

l83,l9o,3S8 

« £ 

17^144,7l4 

£ 

938,So5,594 

£ 

918,005,5.4 

Rupee Debt— 

Eta. 

Ri. ” 

Re. 

Ri. 

New Loao ... 



... 

30,00,00,000 

w» 


4,91,67,955 

31,75,34,355 

31,75,34,955 

S per ceot 


1,10,51,593 

97,09,65,593 

.6,65,65,593 

4 per cant m. 

3,19,00,000 

91,46,54,000 

16 , 16 , 77,000 

15,98,77,000 

3} per cent ... 

i38,if,)i,4oo 

139,09,13,950 

ii8,9o,98,9So 

118,94,58,950 

3pereeat 

8,90,59,300 

7,96,69,400 

6 , 61 , 93,400 

6,57,73,400 

TWaajrOlb... 

* ... 


4ik)0,oo,ooo 

41,00,00,000 

Tcmpornj toaoif 

11,00,00,000 

50,00,000 

4,'ow>oo 

.... 

OtherDAt 

x,oo,84,8oo* 

1,00,1^,190 

1,00,14,000 

1,00,14,000 

BaviMBft&ka 
mImwii m. 

91,84^176 

• 

95,95,68,358 

• 

30,96,37,358 

39,00,93,358 


331. Smunary.— The land tezjs the most impor¬ 
tant sporce of revenue in IndiBi yielding nearly one>fourth 
of the total income of the Government of India, It is the 
oldest tax and has ever been the main stay of the rulers of 
the country. The duty of the subjects to conturibute to 
the expenditure of the king and of the king to spend the 
tates so contributed for the good of the people) was 
rnwig tH uH in olden times. Various other taxes and ceasei 
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were Also levied. The British Government tried to aboliih 
the numerous small taxes which proved vexatious and 
made the assessment and collection of the land tax more 
systematic and strict. The land tax is a property tax 
because it falls upon all land, and it operates in practice 
as an income tax, being a certain proportion of the net 
produce or net rental, , 

In Bengal the land tax was permanently fixed, and 
even under the rayatwnry system, the original idea of the 
authors of the system was to make the settlement perma¬ 
nent. But the rent theory and the theory of nneamed 
increment, swayed the policy oi the State and the laq^- 
tax has been steadily inr^eased at each periodical settle¬ 
ment. The modern tendency is not to tax property but 
to tax income; and as the Indian land tax is, to all intents 
and purposes, a tax upon agricultural incomes, it is neces¬ 
sary that it should be assessed like the income tax, small¬ 
er incomes being exempted from payment or being taxed 
vary lightly. 

The Government of India derives income also from 
State property such as forests and monopolies like opium, 
and its railway property has now become verytemunerative. 
Government has spent crores on the railways- which, for 
years, were a losing concern. Interest upon the capital 
sunk in them had to he paid out of current revenue. But 
under contracts with the companies, the railways have been 
purchased by the State which now owns a major portion 
of them, though'only a few are directly managed by the 
State. Whether Stale management would be more econo¬ 
mical and desirable, is a question which is being debated 
at present,and popular opinion inclines to the view that, 
on the whole, State management would be preferable. 

In accordance with the free trade policy of the Govern¬ 
ment in England, the Indian tariff has been a purely 
revenue tariff. But owing to the poverty of the people 
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o(.India and in Tier of pressing reforms which have to be 
undertaken, more reliance tnll have to be placed upon 
customs. -It was with the greatest difliculty that the 
fanport duties on cotton piece goods could be increased 
in the budget for 1917-lg from Hfo H pur cent, without 
a corresponding increase in the excise. To secure larger 
revenue Government will, however, have to impose high 
import and export duties like those levied to meet the 
! exceptional situation created by the war. The salt duty 
• falls upon a necessary of life and must be lowered. The 
excise is mainly a tax upon a luxury, and a debasing 

^luxury, and must be so regelated as to discourage drinking. 

* • 

These are the principal indirect taxes, while stamp 
duties and registration fees arc of the nature of charges 
made by the State for direct services rendered. The in¬ 
come tax in India is comparatively unproductive, and until, 
owing to the urgent necessities of war, the rate of the tax 
was increased and a supertax was lened as au extraordi¬ 
nary impost, the wealthy classes, it was believed, were let 
off lightly. If these classes are made to contribute their 
due share, the yield of the income tax‘will be consider¬ 
able. < 

Thp Government,of India has assigned certain revenues 
to the Provincial GoverAmentH, 'wlpch have no powers of 
independent taxation; and tUough there has been a steady 
decentralisation of Provincial finance, complete finandal 
autonomy is being demanded for the Provinces. The local 
bodies are financially weak. They raife revenue by levy¬ 
ing rates end cesses, but their income is inadequate to the 
needs of progress. A portion of land revenue or a share 
of the excise revenue may be assigned to them with 
advantage. In any case, the resources of local bodies 
require to be expanded. 

fiefore India assumed responsibility for a war gift 
«(150 erbres of rupees, the bulk of her public debt was 
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productive and repieiented capital invested id lailwayt and 
canals. The unproductive debt lias been comparatively 
small, and was steadily reduced, surpluses being used for 
the purpose whenever that was possible. Payment of in* 
terest and a gradual redemption of the public works debt, 
is provided for in the current expenditure of railways. 
The tax-payers have contributed to make the railways 
siieh ,a fine national asset, that railway revenue must 
provide an increasing share of total income of Govern* 
ment. 

Wtb rigid economy and retrenchment, the existing 
revenue, growing with a slow biic steady pace, will suQSm 
to meet the normal denyiitds of the administration. The 
additioiutl revenues required to carry out the many press¬ 
ing reforms, will have to be obtained from customs and the 
income tax, suitably reorganized. All classes must con¬ 
tribute their proper share, but the principle of progressive 
taxation must be maintained. Indirect taxation is pre- 
ferabjle from the point of view of the mass of the people 
and luxuries ought to be more heavily taxed. 
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233. Price LevelsWhen we estimate the cob 
parative utility of an object, there emerges the idea of T < 
value. The value of one object may be expressed in 
terms of other objects when the comparative estimates 
of their desirableness are stated. There are several theo¬ 
ries in Economics in connection with the causes of value 
with which we are not concerned. What is to be noted 
is tbat,when value is, expressed in terms of modey, it is 
called price, and ns baAet has 'disppeared in all civilized 
countries the question of prices has 'assumed considerable 
importance. What is the cause of price, whether it is 
cost of production or the relation of demand for and 
supply of goods, need not be here considered. But it is 
necessary to understand that money is itself a commodity 
and as values are expressed in money, its own value is 
an important economic factor. 

The rise or fall of the prices of different commodities 
may be due to different' causes. When the supply of a 
commodity exceeds the demand for it, sellers have to bo 
content with a simUler price the porehass ' quy be willing 
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to give. The reveTse vill happen if the demand eioeeida 
the supply. What will be the degree of the rise or fall, will 
be determined by the keenneu of the demand and the 
ability of the supply to wait for a turn of the market. 
Much depends upon the conditions under which the 
supply is produced, the time required to increase it and 
the substitutes with which the consumer is likely to be 
satis^ed, and so forth. , 

Price is, therefore, an illustration of the law of de¬ 
mand and supply. There cannot be a general rise or fall 
of values, but this phenomenon can take place in the case 
of prices. Mpney is a measure of value, and if owing to, a- * 
change in demand for or supply of it, its ovm value changes, 
the cWge must be reflected in a general alteration in the 
prices of all commodities. Prices of different commodities 
are always rising or falling in different degrees, and the 
changes may bs ac''ounted for on the ground of deficiency 
or excess of supply or of demand. Bat a more or less uni¬ 
form rise or fall cannot be so explained and we must look 
for an explanation of the phenomenon in the change of 
supply of the common measure of value vis. money. 

333. Quantity Theory ol Money.—A rise of 
prices means depreciation of money. When prices go 
up, the purchasing powbr of money goes down. In 
fact, the rise of prices and depreciation of money are 
two aspects of the same phenomenon. The fact that 
prices go down, means that a smaller quantity of money is 
sufScient to buy a stated commodity and there is apprecia¬ 
tion of money. It is on this relation between prices and 
the quantity of money in circulation that the '< quantity 
theory of money” is based. The quantity of money in¬ 
cludes paper ns well as mstallic money, because credit. 
very largely expands that quantity; and the velocity with 
which money moves from hand to hand in esohuge 
transactions, practically adds to the quantity. If the in¬ 
crease in quantity is accompanied by an iaereaie in the 
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Tolmu of exchingo tnniutioiu, the price relation will 
remain unaltered. ’ 

Taken with iti limltationii the quantity theory of 
money ii perfectly lonnd and latisfaotorily expldna the 
fluctuation in prioaa. 

"In short, the quantity theory aeeerte that (pro 
vided velocity of oiioulation and volume of trade are, 
unchanged), if we inceraee the number of doUars< 
whether by renaming the coins, or by debasing coins, 
or by increasing coinage or by airy other meane, prices 
will be increased in the same proportion. It is the 
number and not the weight that is essential. It is a 
fact which differentiates money from alt other goods 
and explains the peculiar manner in which its pur* 
chasing power is related to other goode.” 

We shall not here deal with the elementary considera* 
tions relating to factors which govern the fluctuation of 
prices in general aod with the nature of customary and 
monopoly prices. The question of prices in India, as 
elsewhere, is mainly a question of the operation of the 
law of demand and supply; and evidence for this is to 
be found in the rise of the level of prices of food grains 
in times of famine and scarcity. The defective character 
of coipmnmcations and absence of keen compelition as 
also the predominondb of eustcm in the economic rela¬ 
tions of people, long goVerned the course of Indian 
prices. But the railways which have brought the various 
parts of the country into closer contact with one another 
and India itself into intimate touch vgth foreign countries, 
have changed the nature cf the prcblem of prices, which 
are more susceptible than before to changes in the 
markets of the world. 

The history of prices in this country reveals the 
influence which the character of the monsoon exerdses 
upon their constant rise and fall. Though the improve¬ 
ment of the meaus of communication has tended to an 



486 IHDIAK ECOVOmOB. 

equaliHtion of prices in difEerqnt parts of the oonntry 
and to a general rise in them, the prices of food gridna, 
raw materials and of indigenous manufactures are still 
regulated by the favourable or unfavourable nature of 
rainfall, the prices of imported goods being but slightly 
affected from year to year. Varyins local prices are 
fast being replaced by uniform generic prices and the 
country is becoming one common market instead of a 
series of small local markets as in the past. Retail 
prices'are also being regulated by wholesale prices much 
more strictly than before. And it is important to note that 
price levels appear to have been affected by the curreney 
policy of Government and therefore by the quantity of 
money in circulation. ' 

234. Goinrse of .Prices.—As we have just re- 
marked, the favourable or unfavourable character of raini 
its deficiency and excess, is generally the regulator of 
prices in India and particularly those of the food of the 
people. The prices of articles of export, bulk of which 
are the products of the soil, are likewise similarly regu¬ 
lated, though demand for them in foreign countries is 
an important factor in their cose. The iamine prices of 
1877-78 and of 1899-1900 and the fabulons cotton prices 
during the American War of Secession (1861-65jure 
instances in poiut< War prices of the past four years are 
the combined effect of several caurses, ahorUge of ship¬ 
ping, congestion on railways and augmenteu circulation 
of mone^. , _ 

The general level of Indian prices began to rise in 
1904, and went highcrand higher every year, until the 
rise assumed almost alarming proportions. The Index 
number went up from lUO in a normal year before the 
rise commenced, to 140 nud even to 200 and more in cer¬ 
tain cases. The rise*vrus attributed to different causes by 
different people ; and while it was welcomed by some as 
an indication qf growing prosperity, others traced it to 
the pressure of population on land and the normal de¬ 
ficiency of f^ood supply as also to the currency policy of 
Government, which had, since 1899, artifidally enhano^ 
the value of the rupee. The question was discussed in 
the press and in the Viceregal Council, and the appoint^ 
ment of a commission of inquiry was suggested. Gov¬ 
ernment thought that the new currency sj^em inauga* 
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tBttd in 1893 ud completed in 1899, had not had a 
snffidentl 7 long trial and that commisaiona had always an 
nniettling effect upon things; they, therefore, deputed 
Mr. K. L, Oatta to collect statistics on the question of 
Ugh prices and asked him to submit a report thereon to 
Government. 

The following index numbers of prices speak for 
theauelves 
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161 

163 

191 

225 

821 

206 

1909 

109 

148 

155 

156 

218 

167 

166 

1910 

169 

114 

136 

148 

105 

165 

167 

1911 

149 

119 

141 

14! 

187 

163 

167 

1919 

188 

101 

175 

187 

218 

168 

175 

1919 

989 

...... 

189 

197 

108 

819 

106 
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aii. nlflti Mom in Ind^^The canus of tii4 
high pricei, Hr, Datta concluded, irere mainly of two 
klnda(1) cansea pecnliar to India, and (3) canies whoae 
effecta were «orld>vide. Among the former were (i) a 
decreased production of food stnSs, (ii) an increased de> 
mand for Indian raw materials and food products, (Hi) 
development of communications, and (iv) decrease in*the 
cost Of transport Tand among'the latter, the chief were 
(i) an Increased supply of gold, (ii) development of credit, 
(Hi) destruction of wealth in wars and (iv) ezpenditure on 
the armaments. ■ Hr. Datta thought that all these causes 
combined to n^ise the prices in Mdia and that the rise was 
not due to any one causer He was, however, convinced 
that the prices of food stufis in this country had risen on 
account ^the fact that the food supply of bdia, compared 
with the demand, reached its lowest level in the quin* 
qnenninm 1905-09 and thus shortage of supply nn* 
doubtedly contributed, in no small measure, to the unusual 
rise in price during that quinquennium. 

Broadly speaking, three theories about the rise of 
prices, held the field; (1) that the large volume of the 
rupee cunency which, under the gold ezchapge - standard 
system, ceased to be automatic, led to the jd^redation of 
the token rupee; (2) that Indian currency had nothing 
to do with high prices^which qpuld be ezplained by econo¬ 
mic changes of considuabl e magnitude going on in India 
and the outside world; and (3) the'pressnre'of population 
and deterioration of the soil were mainly responsible for 
the rise of prices. Finance Members like the Hon'ble 
Mr. Baker and & G. Fleetwood Wilton, held the second 
view, and it was endorsed by Hr. K.L. Datta. Ur. Go- 
khaie and others were incUned to accept the first theory, 
and some emphasised the third. These views fonad ez- ’ 
pretalon in the Viceregal Coundl, when the question Vas 
ratered to year after year.* 
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That the qnsntity tljeoty of money applied to the 
problem, seemi to have been admitted by every one; and 
the difference lay in the emphaaie laid upon the different 
ternu in the price equation MxV-TxP, (M»money, 
V-velocity of circulation, T-trade or volume of exchange 
traoiactions and P-price) and on the part played by the 
quantity of the token rupees in'circulation. Thus Mr. 
Oatta thought that the quantity of money increasing with 
the expansion of credit and increase in its velocity, prices 
of food stub were bound to increase while the volume of 
their production remained steady. The Government of 
India did not,'of course, hdmit the explanation of Mr, 
Datta about the insufficient supply of food grains.f This 
theory is only an application of the law of demand and 
supply and must hold good if proper attention is paid to 
‘ other things remaining the same.* 

336. (Sarrency and Prices,—Making full al¬ 
lowance for the fact that “ India, by its adoption of a 
gold standard, has been switched on to the currency 
gnage of the rest of the world and is undoubtedly bearing 
its share in the price fluctuations to which the rest of the 
world has beep aubject,"^ and for the increased demand 
for certain of India’s products, which has overtaken the 
supply as also for the pressure,uf population on a food 
supply which does not increue, 'one is led to believe that 
the general rise of the price lev^ is, to a considerable 
extent, due to the disproportionately large supply of 
currency. The spell of high prices ruling in Europe and 
America has been attributed to the increased output of 
goU and the consequent expansion of currency and 
credit all the world over. The same phenomenon is to be 
mnt'kedly witnessed in this country, and the relation bet- 
' WflW high prices and the Indian currency system seems 
to be intimate. 

r Sit Gqr FtMtmd WUioii ia the Vkeng>l Cnucil 
6s 
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The ojfioial view is tliat tlio Jndian currency system 
is automatic, that no more rupees are issued from the 
mints than are absolutely necessary for the purposes of 
trade and it is the rise of prices which has necessitated the 
increased coinage of rupees. Government certainly issne 
rupees in response to the demand of trade, but the output 
of these token coins huif been exceptionally heavy. »Mr. 
Keynes says 

“The effects of heavy coinage are cumulative. 
The Indian authorities do not seem to have under-' 
stood this. They wore, to all appearances, influenced 
by the crude inductive arguino'nt that, because there 
was a heavy demand in l90.')-06, it was likely that 
there would be an aijiially lioavy demand in 1906-07 ; 
and when there was an actually heavy demand in 1906- 
07, that this made it yet more likely that there would 
be a heavy demand in 1907-08. They framed their 
policy, that is to say, as though a community con¬ 
sumed currency with the same steady appetite with 
which some communities consume boer.''t 

The total silver coinajre at the Indian mints is shown 
. « ° 
in the fallowing table:— 

r 

Urores of lie. Crores of Rs, 


1902-03 

11-38 , 

, '1909-10 

2-17 

1903-04 

16-53' 

1910-11 

2-19 

1904-05 

11-37 

1911-12 

2-80 

1905-06 

20-00 

1912-13 

19-53 

1906-07 

26-08 

1913-14 

13-15 

1907-08 

18-11 

1914-15 

2-17 

1908-09 

^■85 

1915-16 

1-62 


1916.17 

32-32 



There was, during the years 1902-1907, a close parallel- 
lism between the growing output of rupees and the 
steadily rising prices. The rupees are not now melted 
as they used to be before the closing of the mints, as this 

t ladin Cnnocy mi Fiuiici 
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procedure entails u loss. There was a steadily inerting 
absorption* of the currency among the people and this 
inflation must have had a material effect in pushing up 
the price level. Experience has taught that rupees die* 
tributed over the interior of the country in payment 
for the staple products, do not quickly return to centres 
of commerce and industry and efforts have sometimes to 
be made to get this currency back.t If additions,con¬ 
tinue to be made to the existing stock' of rupees, the 
inflation must raise prices though not in the same pro¬ 
portion, because a part of the currency is required to 
meet the increasing volume of trade. This is the way 
in which the umautomatic character of 'the currency 
system acts upon prices. * 

337. Absorption of eorrency.— Currency is is¬ 
sued in response to a demand for the financing of the ex¬ 
port trade in cotton, wheat, jute, oil seeds etc. And the 
absorption of the currency must bring about inflation. 
The following figures show the absorption of rupees and 
half rupees during the past few years 

Croros of Rs. Ciorse of Bs. 


1903-04 • 

+10-97 

1910-11 

+ 3-34 

1904-05 . 

+ 7-43 

1911-12 

+ U-54 

1995-06 

+ 14'50 

; 1912-13 

+ 10-49 

1906-07 

+ 18-00 , 

1913-14 

+ 5-32 

1907-08 

+ 3-92 

19lil5 

- 670 

1908-09 

+ 14-88 

1915-16 

-10-40 

1909-10 

+ 13-22 

1916-17 

+ 33-81 

Gold and notes arc taking 

the place of rupees in the 


currency absorbed by the people. The experience of the 
year 1916-17 as to the extremely slow movement of rupees 
from circulation into the government treasuries, indicates 
that-heavy absorption of currency, year after year, must 

* Set Jasaui RepoiU qL the Curmey Deponmeot. 
t Bxperifloct of currency djfiicumefl durio^ thcwtCi cooficfaedtbetiutkot 
ii itMnie&t tod GoveramcDt iuued gold to attract rnpeee back intQ clrctUatito* 



<** iKDZiv aoo^oioai. 

have aomething to do. with the riac of pricea. Simi¬ 
lar BbKtptlon has recentijr tak'en place in the eaee of 
cornncy notea alao. 

The queation of inflation haa formed the anbjeot ef 
diacuaaionin all countries during the period of war. 
The high pricea ruling during thia period, were admittedly 
the result of a deficiency of auppliea of commodities 
chiefly on account of the shortage of tonnage- In India 
the rise in the prices of articles of import haa been much 
greater than that in the prices of articlea of local pro¬ 
duction. The relation between fhe prerelent high prices 
and the heavy absorption of currency has been denied 
by officials. How the 'two are related it ia extremely 
difficult to determine. But that pricea have been pushed 
up at least partly by the largo supplies of currency seems 
to be certain. Crores of rupees are being spent by Gov¬ 
ernment for war purposes, and the coins and notes put 
into circulation are dow to return to the state treasuries. 
Hence the necessity felt of attaching the metallic cur- ■ 
rency by means of war loans. 

The problem of prices is complex and ttarions factors 
exert their influence in determining the prica.levels. In¬ 
sufficient supply of Indian ^oducts, high gold prices ■ruling 
in outside markets, a ||arge external and internal demand 
for Indian products, the expansion of credit—all these 
factors must be given their due weight. But the peculiar 
character of the rupee currency, and the manner in which 
it is issued and is absorbed, cannot be ignored as an im¬ 
portant cause of the rise of prices. A rise thus brought 
about, cannot be complacently regard^ as natnral and 
beneficial, and an effort must be mmie to mlnimiie the 
influence of that cause by improving the existing cattuuj 
system. The idea of prosperity induced by hi(^ prloqg u 
misleading if all the ikctors causing the rise are not taken 
into Bcooqnt, 
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338. Blfeet ol HlghPriees.- In our chapter on 
Production and Populatfbnt we have shown how “if more 
mouths have to be fed with the same or nearly the same 
quantity of food, the prices must rise and this rise cannot 
an object of congratulation or of consolation in view of 
the fact already noted that the closing of the other indus¬ 
trial avenues is driving many people on to the land." * It 
issnpetfluona to repeat that the producers of raw materials 
which command high prices in the foreign markets, must 
benefit to the extent of the larger margin afforded (i) if 
the profits are not intercepted by middlemen and (ii) the 
cost of production is not increased. And raw materials 
required for indigenous indusLries must ise sufficiently 
cheap aa also the necessaries 'of life of the mass of 
the population. Then only will high prices prove 
ben^dal. 

Cultivators supplying their own labour and producing 
their own food, receive larger incomes on account of high 
prices. But those who have to employ dear labour and 
bny dear food and other necessaries of life, cannot be any 
the better for a higher level of prices* We have shown 
above that food production in India has not kept pace 
with the increase of population. A rise in tbe.price of 
food •grains, therefore^ wbichT is brought about by in- 
suffiiclency of supply, can pave no beneficial effect upon 
■the community. Even it we take only the producers of 
food grains, Aough rising prices must be an advantage 
to them, it must not bo forgotten that to the growing 
number of agriculturists this inust bo only a palliativo. 
Cheap food is regarded everywhere as an essential thing 
to a nation, and wo must have rather an abundance of 
food rather than insuffidont supplies of dear food 
grains. 


yOaptarVII. 
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The country, as a whole, muit J)enefit by a riie in 
the prices of exported commoditieaf only if there has been 
no corresponding increase in the prices of imported 
goods. Mr. Datta observes 

*' India's exports have thus grown oonsiderably In 
value In consaiuenoe of the rise of prices and only a 
part of this increase goes towards meeting the in- 
dreased cost of her imports. There has also been a 
considerable increase in the volume of the imports of 
many classes of goods required for consumption and 
the increase in the imports of many classes of goods 
which were formerly considered as luxuries but are 
now recognised as necessaries, bear eloquent testimony 
to a standard ofliving wbioh Is rising higher and higher 
with the rise of prices and the material prosperity of 
the country." J 

The true benefit will be measured by the difference 
between the prices of the exported and imported com¬ 
modities, their character and their quantity. 

339. Speculation and Prices.—Prices in the in< 
terior of the country are generally regulated by custom 
and are' little affectbd by the movements of trade in the 
big towns. It is only in the case of the staple articles 
of exporfsuch as cotton, jute, oil seeds &c. that condi¬ 
tions prevalent in foreign .countries, affect prices in' the 
districts. Retail pticns" are not easily disturbed by 
the fitful cunents of wholesale dealings in the larger 
markets, though the connection between the two, is 
becoming closer every day. 

Concentration and specialisation in production make 
buying and selling upon a large scale neoessarj^. Even 
a small merchant has to buy in anticipation of the demand 
he will have to meet and he makes his own calculations as 
to the quantity and price. There is some risk involved 
in this purchase of large quantities long' before they 
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am to diiposad of. But that ii the chief function which 
the merchant performs and for which the consumer 
remunerates him. 

A cotton manufacturer must ensure, a sufficiently 
large supply of the taw. material at a reasonable price. 
Cotton is produced in a certain season and its quantity 
anS price are likely to be affected by several circum¬ 
stances. He must, therefore, buy in antdpation and must 
thus indulge in a kind of speculation. 

“The essence uf speculation lies in foroasting 
price movements and^ then buying ur selling for a 
profit Having made hU forecast, tlje speculator 
buys if he thinks prices are gping to rise, sells if he 
thinks prices are going to fall. He looks to the fnture 
and works on an estimate; he takes the risk of loss 
if his forecast is wrong in return for the chance of 
gain if hie forecast is right” * 

Manufacturers and merchants, therefore, buy and 
sell on contract and certain people specialise in these 
speculative dealings. Sales and purchases for future deli¬ 
very are carried on by brokers; and cotton, jute and other 
exchanges have come into existence in this country. In 
Bombay anif Calcutta, the markets for these staples are 
controlled by associations of dealers who have their special 
rules under which speculative trpnsactions are carried on. 
Speculation, if it is carried on with the definite object 
of securing and supplying commodities at fixed prices, is 
socially very useful and has the effect of steadying prices. 
But there is a bad kind of speculation like the good 
hind , which degenerates into pure gambling. 

A person both buys and tells futures to make hit 
gnini and losses even; and there is nothing wrong in this. 
But many people buy and sell without having the least 
Idea of ever taking or giving delivery when the day fixed 
for' settlement' comes. The payment of difference in 

* HSmy Cliy: Ecenomlei. 
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the ntH fixed involves loss to one of the two patties, 
because the calcalations on which the prices wen 
baaed may be upset by circumstances beyond his control. 
Bechleu and irresponsible speculators use all kinds of 
arts to manipulate prices in their own interests and the 
whole market is thrown into confusion by the manoeuvres 
of ' bulla' and ' bears The ruin of a few people may 
lead to a widespread disaster and the whole structure 
of credit may be rudely shaken. The condition of the 
Bombay cotton market in March and April of 1918 with 
respect to speculation in Good Broach, whose price was 
pushed up by 'bull' operators to unprecedented heights, 
is an interesting illustration in this connection. 

940. Standard of Living.—With the expansion 
of currency and the more general use of money, the 
habits and tastes of people of all classes are changing. 
In England, wages rose to a high pitch owing to the war 
and as more money circulated in the country, the work¬ 
ing classes spent more and devoted their earnings to the 
consumption of luxuries which were formerly beyond 
their reach. Improvement of communications and imports 
of cheap articles of everyday use from foreign countries 
into India, combined with rising prices and higher wagesi 
have induced people to consume such articles, and this 
consumption is producing interesting social effects. 
Restrictions imposed by caste, religion and custom are 
becoming slack and new ways are being adopted in eat¬ 
ing, dressing, furnishing houses and in other matters. 

The growing imports of certain articles of luxury 
and convenience are taken as an indication of the above 
change in the objects and methods of consumption and 
as an.unmistakable indication of material prosperity of 
the bulk of the population. An increasing use ot cloth¬ 
ing and of clothes of a better quality, the construction of 
better houses, the consumption of wholesome food in 
sufflclmt quantity, improved water supply and sanitation, a 
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growing habit of reading and a more liberal nppl^ et the 
aouTcei of innocent amusement and of the genet^ aaenltiM 
of life,—these will certainly bespeak a higher standard of 
life. Amere substitution of one article for another, or a mm 
dunge of social customs, is by no means, h sure sign of 
tme prosperity. 

• The middle and the lower classes of population ata 
doubtless now able to command certain conriortp and 
luxuries which formerly they could not dream of enjoying, 
and to that extent there are signs of the standard of life 
rising higher. More money circulates among them than be. 
fore; but most of the rayets have no stocks of grain, as 
they used to hnye, there is scarcity and deterioration of 
milch cattle, and they do not seem to feel better ol in 
spite of the changes noted above. Whatever prosperity 
we see is the prosperity of the few and the volume of 
wealth appeirs to flow from the countryside to centres 
of industry and trade and from the mass of the popnla. 
tion the middlemen. Thu following statistics of imports 
of certain articles of luxury and convenionce, are given 
as a proof of growing prosperity:— 

Imports of certain Articles of Luxury and ConTsaieins. 

* L:iklu ()[ Ra. 
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Thbre ii no doubt about the fact that economic 
ehangei which are in operation in the country today, are 
producing far-reaching elects upon the methods, of con¬ 
sumption and the general sodal status of several classes. 
Many people who have adjusted themselves to the new 
forms of industrial organisation, ate now able to earn 
more than if they had remained in the old grooves pr,es¬ 
cribed by custom. They continue to be members of the 
old castes but their standard of living is being raised to that 
of the higher castes. They live, speah and dress dilerenU 
ly and social equality is being created by economic im¬ 
provement. From the point of view of consumption 
Indian society no longer wean the old static aspect, and 
changes are visible on every side. Most of the articles 
of luxury and convenience given in the above table, are, 
however, largely for the use of urban population and the 
masses dwelling in villages have but a small share in that 
prosperity, 

241. Gonsnmption and Prosperity.—The in¬ 
creased consumption of imported articles may be an indi¬ 
cation of material, progress, so far as it goes. But there 
iq the other side of the shield. Mr. Rams^ Macdonald 
says of the use of articles of luxury by the working 
in India as follows 

"Better clothes,.ate being worn, cigarettes are 
beginning to take the place of the hookah, alcohol is ' 
being more widely consumed, shoes are more general, 
umbrellas are becoming more oommop. The people'e 
wants—too nianyi of them debased—are becoming 
more costly to most. As evidoncas of increased pros¬ 
perity, I place little reliance upon such faots.^ These 
thin ipi no more show prosperity than expensive wed¬ 
dings or extravagant funerals."* 

An incroue in the number of wants is desirable and 
a larger supply of necessaries and comforts is indispens- 
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able for material progress. We see physical and in¬ 
tellectual lethargy in t^e villages and any thing that will 
shake people out of it, is velcome, but the masses are still: 
uninfluenosd for good by modern eivilizstion, And the 
Articles consumed either as substitutes or additions, must 
not lead to physical deterioration and moral debasement; 
and* changes in the manner of living, dressing and so 
forth, must be conducive to healthy physical and piotal 
development. Tea-drinking has already spread into the 
interior of the country and among all classes of people. 
In the Bombay Presidency “ the rapid multiplication of 
places of refreshment wlmre tea is sold is remarkable and 
the beverage is becoming popular with* the masses.’* 
Workmen, employes and others, find tea to be a beverage 
which braces the nerves and gives temporary energy. 
It can be easily prepared and can be had without diffi¬ 
culty at times when it is required. 

The substitution of tea for the more wholesome bread 
and milk as food, cannot, however, be recommended and 
the prevalence of the ten habit is to be deprecated on this 
ground. The place of an adequate qbantity of cheap, 
wholesome food of the old kind, can not be taken by 
drinks and foods of the modern fashion withont detri¬ 
ment to the consume’r. And iqany are the martyrs to 
tea and coffee and, therefore, to. dyspepsia and other 
diseases. The consumption of liquor is, again, on the 
increase and unfortunately it is shown as a sign of 
material prosperity. The introduction of money economy 
is placing money in the hands of workmen who are 
tempted to spend a large portion of their earnings on 
liquors and ottor intoxicants. 

It appears that the habit of drinking is fast spreading. 
The two chief religions of India, Hinduism and Iidam, have 
condemned drink and yet the lower classes are taking more 
and more to it. Several workmen drink away alargepait of 



900 


initAx lioomiaaB. 


thdr wigu and make themselveB and their familiei miter* 
able. In the Punjab, for instance, We are told that "among 
all elaiies the increased means have not been accompanied 
by a proportionate development of the rational enjoyment 
leiiure. The Jat, if his religion does not forbid him,' 
spends more time with the bottle and too many find in 
the eacitement of the law courts their only relaxation.’’ 
Tih js an illnstration of the spread of the evil of 
drink thonghout the whole country and the efforts of 
temperance reformers have not produced any appreciable 

In the second chapter of this book, an attempt hat 
been made to give an idea of the Indian out-look on life 
and on the material world. There we have referred to the 
eS(Mjt of the contact of modern Western civilization with 
the culture and social organization of India. The 
economic, social and political evolution which began 150 
years ago, is rapidly proceeding and the pace of the 
progress has been recently quickened. There is a steady 
approximation to European ideals, in dress, manners and 
institutions, and t^e goal of progress is believed to lie 
in the clothing cff Indian spirit in the garb of modern 
dvilixation. Dramatic performances, cinemas and vices 
oT all kinds absorb a large portion of the earnings of 
Ubourers and traders id townsand extravagance of 
the worst sort is sien to.'eat as a canker into the 
vitBls of the rich among the lower middle and lower 
daises. The mass of the population in India has not 
yet experienced the full effects of the impact of the 
two dviliiations, though the reaction of the new forces 
on the people in the economic, political and social spheres 
is oleerly visible. Changes in production and distribution 
have been described in the eailier chapters and those in 
ocosumption are noticed in the present chapter. 

343. Tho Maooco ud Sonnnmptloa.— -Indian 
onUivntots and handicraftsmen have struck observes as 
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pMp}* of ilaple habiti, fMber, contended and God-fearing. 
But their thriftlesanesd and extravagance in marriage 
oetemonies and funeral) have attracted a good deal of 
attention as also their fondness for ornaments j and these 
■are often exaggerated.* There is extravagance of a sort 
in thoM matters among all classes of the community, and 
debts contracted for social and religious purposes are 
not regarded as something undesirable. Custom requires 
that so much shall be spent on festive and mournful 
occasions and to most people custom is an irresistible 
tyrant who take a heavy toll of his victims. 

• Social reformers have been crying, against this 
evil for years in vain. Factoly labourers are no less 
free from indebtedness than cultivators, as may be seen 
from the account given belov. But there are a few 
thrifty people|:iu all the strata of society and the 
saving habit ^s to be inculcated and strengthened. 
Wages earned and saved in towns are remmitted to 
villages to support families on the land. It is an 
interesting phenomenon that people migrate from the 
districts to towns for earning a living ns factory work¬ 
ers, domestic servants, petty traders &c. and they 
temit home their savings with which new laiyled pro¬ 
perty is purchased 'apd old {troperty is repaired. The 
social teform movement has not* yjA touched the lower 
olasses, and it is they amsng whom it must spread. We 
have already referred to the indebtedness and poverty of 
the rayata ;;and every thing which will make their lives 
brighter, give them sufGcient food, shelter and clothing 
and raise them physically, morally aird intellectually, 

*S«t Report at die BenaiRlintCaiiiaiolaa. ^ 

Hr. Pmi* lep in hu Report on High Priou ' The Indiiii cultlretor b, 
as n ml), dutfUeee end minngint end much addicted u litigsdon. Hnlecke 
thm >~i-— edneadon which leedi the cojtt to csetceln his tendeaep ta bofinv 
sad which wahhehlm to cslculste the mult ot espenditare whether on Imprarw 
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miut bis attempted by those who are interested in the 
nplift of the nation. 

The life of the villager is of the simplest kind. Bread 
of Bajri and Jyari, or of Wheat in Northern India, and, 
Rice in Western and Southern India, accompanied by a 
small quantity of vegetable, forms the common dietary. 
Clothing is rough and cheap in the case both of men And 
women, and according to Western ideas, insufficient. 
The bouses have mud walls and thatched roofs end are 
kept clean, though ideas of personal hygeine and 
geneml cleanliness are at a discount among the lower 
classes. A few trinkets and holiday clothes constitute 
their luxuries. Aost of th^village people and many workers 
in towns are sunk in chronic indebtedness and unless and 
until they learn thrift, it is hopeless to expect much 
improvement in their condition. The standard of life of 
people of the highest castes among Hindus and among 
townspeople generally is higher. They are better 
housed, clothed and fed. 

The condition of the depressed classes is everywhere 
extremely deplorafite. These people have to live on the 
outskirts of villages and towns and they are' really out¬ 
casts. Their houses and general surroundings' are dirty 
and their habits are filthy.. The uphilt of these classes 
is now being taken up as an' argent national problem 
and strenuous and sustained efforts alone will solve it. 
The labouring population in towns is fast changing its 
habits and customs, and this change is very slowly per¬ 
meating the country side where kerosene, corrugated irpn 
sbdets, glass and chinaware, cheap lampware, matches, 
soap, tea and toys are being introdu^ into common 
use. 

The Indian cultivator or labourer cannot be compared 
to the farmer or workman in the West in the matter, of 
wagei and the itandard of life. They are w nallke each 
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other. The arerage income of an American working 
man’s family is calcnlaUd at Rs. 2,348, 42 per cent, of 
which is spent on food and a large percentage is used 
in buying comforts. The avenge income per fanuly 
in' the Deccan village of Dr. Mann’s inquiry,' is only Rs. 
218 and it appears 70 per cent, of this is spent on food and 
abopt 22 per cent on clothing. He ooncludes " The 
people in the most sound position are those srith small 
families, with few children, with much land and with few 
debts. Only 8j per cent, of families are able to maintain 
themselves on their land alone, 27 percent, on land 
plus outside labour and the remainder appear to be un¬ 
able at present to reach the standard of maintenance 
which they themselves set up." ' 

The following summary of the information* collected 
in Bombay for the purpose of initiating a movement for 
redeeming tho debts and generally improving the con¬ 
dition of the factory operatives, will prove instructive 

“A large uuniber uf people among mill hands in 
Bombay who arc mostly Maratfaas hail from the 
Eonkan DislrioU and a small percentile varying from 
20 to 30 come form tho Deccan Districts. There are 
some from Northern India also. The average age of a 
millhandVaiioB between 29 and32. Though all Olassee 
of people such as middle clast Marathaa, Eolis.Qaulis, 
Mahomodans, Mochie, Dheds, addiMahars are working 
■ in mills in Bombay, yet the number of Marathas 
preponderates. In Gujarat a large majority of the mill- 
hands consists of Hindoos who mostly come from 
Gujarat, Kathiawar, and Bajputgna. About 85 per 
cent, are Mahomedans; and a small percentage varying 
from 5.to 10 of tho people of the Depressed Classes 
is seen there. In Sholaput Mills a number of weavers 

are seen employed. The average period of stay of 
those who are now working in Bombay varies between 

• Mt Rsdoniidon Amag tbs Urbso LibMrini chiits-A Psper by 
llt.G.K.DeTS<lli«. 
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U and 19 years and in Quiarat from 11 to 16, As moat 
of the mill-hands do not entirely depend upon the mill- 
labour owing to their having some lands in their 
village, all of them do not bring their families and thus 
a large number live single and several suoh people 
occupy one room. Besides, “bound by strong ties to 
the land and to the village” they generally go to their 
native places for one month In a year; but some go 
onqe in two years and a few in five years ; and now 
there are nearly 10 per cent, of people who do not go at 
all; and thus, a small proportion of mill labour may 
represent what the Indian Factory Labour Commission 
of 1908 terms the “ factory •. population,” “trained 
from their youth to one particular class of work and.- 
dependant upon employment at that work for their 
livelihood.” 

Though nearly two-thirds change their service 
owing to low pay and faiinre to obtain leave on account 
of sickness, the remaining one-third stick to one mill. 
The percentage of literacy among the mill-hands in 
Bombay has a very wide range. The average in mills 
where there is a small proportion of millhands practi¬ 
cally settled in Bombay, works at 15; but others show 
a higher average. In G ujarat, the Broach cnill has the 
percentage of 36; while in Ahmodabad the percentage 
is 16 only; whereas in the Shola^ur Mills it is as low 
as 10. Thus it seems 'tliat considering the proportion 
of literacy in rural areas, continued urban life gives a 
better impetus'to literacy. The average number of 
gprsons in a mill-hand’s family in Bombay is nearly 4 
and the same in Gujarat. The monthly income of the 
principal wage-earner in a Bombay mill in the spin¬ 
ning department varies from Rs, 10 to Bs. 80; the weavers 
earn between Bs. 11 andHs 85; while the jobbdrs earn 
from Bs. 30 to Bs. 75; and in other departments they 
earn from Bs. 15 toBs. 85. These incomes are supple¬ 
mented in many a case by the Incomes of other mem¬ 
bers of his family In^Bombay. Thus, roughly speak¬ 
ing the average income of a mill-hand fanily In 
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Bombay works at 2S and per head Be. 5i, Is 
Oujarat the average per family is about Rs. SO and 
per member Rs.5. From-the mass of information about 
wages it is clear that the unskilled labourer gets 
generally from Es. E t.r Es. 13 pet montt, while the 
skilled workman earns very easily a much higher 
wfge. The average nienthly expenditure of a family 
of four persons works ronahly at Es. 18. As a rule ‘ 
these people live within their means but do not save 
more than an average of Re. one per head when their 
earnings are poor; but when the salary is pretty high 
there is noticed a tendency to make oomparatiTely 
large savings; and these, as a rule, go intc^the pooketi 
of the money-lenders in part fiayment of intereet on 
loans borrowed from them. The habit of drink among 
these classes is nut as wide-spread as it is generally 
supposed. Nearly .Sb per cent of them seem to be 
total abstainers ; .bo per cent drink oocaeionally and 
the rest are hard drunkards ; su much so that in a 
few instances.- women, who in almost all cases are 
total abstainers, have to support, their husbands by 
their esrningi 

• 

As regards indebtedness it may roughly be stattd 
that nearly 8o per cent of the labourers are indebted 
Theaveruge of debt ^er family,is about Es. 125 wliicb is 
made up of debts incuered in‘their native places and 
those that are incurred in ’Bombay; and the rates of 
interest generally vary from 35percentto37Tper oenb 
on loans taken from tho village sowcais to 75 per cent 
which is paid to ihc matwatics in Bombay. The mill- 
hands In Bombay invariably have*to borrow from 
Matwaries at a rate of interest which is scaroely Ihs 
ibu 75 per cenfa or one anna per rupee pet month. In 
Gujarat where the average of indebtedness is slightly 
low the ordinary rate of interest in villages Is 18 to 85 
psr cent, whereas the Bania'e rate of interest in urban 
mas is nearly the same as the usurious rate bbaigad 
by the Matwaries in Bombay, The causes that lead 
thsmlli-hands to borrow art nearly common all onXf 
H 
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•iioh Ui maintenance of the famils,mdTTiage,Bioknsi6, 
social oenmoniei, funeral rites, payment of anoaitral 
or old debts, agricultural needs, litigation, dCo. dtd.; but 
they haye not,so much to pay for seonriug service as 
others have to do. Among Bombay mill-hands, slightly 
over tivo-thirds possess lands and homes of a small 
value in their villages. In Gujarat a smaller numbet. 
owns, lands as the agriculturists do not largely go in 
for mill-labour. In Sholapur Mills about 40 per cent. 

. possess lands and bouses. As would be expected, 
nearly all possess silver ornaments of a small value and 
even a few have some cash. A small percentage of 
people have their lands mortgaged to their money- 
'lenders; almost all of them are willing to join co¬ 
operative associations, if formed, for the purposes of 
credit, store, and life assurance. 

The above generalizations apply mainly to factory 
workers both in Bombay and outside. The conditions 
of other labourers differ from those of the mill-operatives 
in some important respects. The sweepers mostly 
come from Gujarat and Kathiawar and a few from the 
Punjab. Their incomes are much higher than those of 
the unskilled labourers in mills, because t^ey make 
money by private employment and at night some of 
them even work in the docks. Comparatively tl^ey 
have a high standard of literacy and their habits are 
extremely temperate, ‘ They dre generally very frugal, 
yet their average indebtedness is much higher, i. e. Rs. 
250 which in some cases goes upto Bs. 500 because 
of the conditions of service. - They are indebted mostly 
to Marwadis and to*their caste men and sometimes to 
Bhaiyas and Banias and have to pay interest at 
various excessive rates such as 60 per cent., 75 per cent, 
and 120 per cent, per year. Whereas the Mahars, whose 
average indebtedness ranges be^een Bs 150 and Be. 
200 and is higher than that of the mill-hands and 
lower than that of the sweepers, have to pay interest 
sometimes at 150 per oent,i. e., annas two per rapes 
per month, the most common rate being 75 per eent. 
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la other reapeots ihelr oonditioa if maoh the nme h 
that of the othera. 7iom the above analyela one thing 
etanda out boldly and it ia thla, When an average 
labourer cornea to Bombay, Inatead of being able to 
ahake off the burden of hie previoua debta, he it 
dragged deeper into the mire of indebtedneaa by aeveral 
unavoidable oausea and the reault ia that he ia nearly 
'killed under the preaaure of the very exhorbitunt ratea 
irhich he haa to pay to the aowcara to whom he pawna 
nearly all the jewels and ornaments he posaesaea. The 
money-lender ia anxious that his prey should not flip 
out of his hands and so he cleverly manages to keep 
him under his clutobee as long as ho can. There may 
be some justification for ohaiging a slightly higher rate 
than the market rate but notliertainly so high at 75 to 
IfiO per cent, especially when the people enjoy a fairly 
good reputation of rogularly paying their monthly 
instalments to the MarwadLs who have given them 
good certifioatea in this respect and it ia in very few 
oases that they have to go to court. Some Bsnias and 
grain dealers charge on credit accounts of grain dec. 
150 per cent, to the Mshais and there are a few ex¬ 
tremely needy people who even pay 300 per cent i. e. 
annas fonr per rupee per month, to fbe Eabuli money¬ 
lender whose methods of realization are too well- 
known to need their description here. i 

• • : 

These things niake it &)^aolutely imposaible for 
the poor man to extricate hinibelf from this dread¬ 
ful position and he is completely at the meroy of 
the aowcara. I have known instances of people 
who for the fear of the sowoara^do not even go to 
their homes for nearly eight days after they have 
noelved their pay. The usual practice of these people 
is to bring the pay to the money-lender whooreditsit 
tohla account which the borrower can scarcely under¬ 
stand. Then he receirss on the same acconnt a fresh 
■ loan for the expenses of the month. Thus, a new fetter 
is forged on his legs. It is commonly known that 
-plsver aowcars who deal with these needy elasaes 
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tek* from them ahond for twice the value of 
the amount aotuall; paid, the intereet for the period 
being first deducted. In investigating a case It was 
brought to my knowledge that the usual practice of a ' 
.money-lending firm that gavo financial acoommodation 
to the poor tram-conductorr; and such other servants 
was to take a bond of Rs. 50 for a loan of Rs. 25 to be 
'returned in three months; and deducting interest at 75 
per cent, stamps and writing charges the borrower 
would actually receive Rs. 20 for which a bond for Rs, 

50 had to be passed. It is here that the special aid of 
eo-opearation is sought and the details of some of the 
existing Debt Redemption Societies given below wilt' 
show that co-operation can really bring them partial 
though not perfect relief. 

243. Gonelaslon. —(1) The standard of living of 
the mass of the population i> very low. In the interior 
parts of the country where the bulk of the people live, 
conditions in the matter of housing, sanitation, food, 
clothing &c. are unsatisfactory. 

(2) Rising prices have benefited a few land-holders, 
but a large portion of the cultivati t<; clas.ses and agricul- 
tnral labourers have not bepefited hy^them. The pp^ition 
of merchants, manufacturers, money-leudeis and of the 
wban population of the higher and the middle classes ia 
better. But wages, except in a few instances, have not 
risen in proportion to the high prices of the necessaries 
of life ; and the lot of those who have fixed incomes, is, 
of course, bard. 

(3) The consumption of imported foreign afticles is 
fiwt spreading in ur'oan areas and new tastes and chang¬ 
ing habits bespeak a slow social -evolution which is in 
ptogresss in the conntiy. But people living in' cottages 
are but slightly affected by these infiuences and continue 
to load-plain mtal lives. 
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(4) CJironic indebtfdnesi is s serious drawback in' 
the position of the cultivating and the working claeiei 
generally and materially curtails their power of produc> 
tion and consumption. 

(5) The evil of drink unfortunately is on the increase, 
tn^ is responsible for a good deal of misery suffered by 
the lower classes. 

(6) The peculiar customs of the people which entail 
heavy expenditure on religious rites and social functions, 
on weddings, funerals, &c. entrench upon their small 
incomes and often driVe them into indebtedness and 
&isery. 

(7) Another evil to which reference must be made is 
Utigation. Disputes about land and money dealings are a 
potent cause of ruin to cultivators, craftsmen and labour¬ 
ers. The average number of civil suits instituted in British 
India is 20^ lakhs, and in 1913, involved a money value 
of more than Rs. 42 crores. Fifty five per cent, of the 
suits instituted in 1913, were for amounts not exceeding 
Rs. So, and 95 per cent, of the whole •number were for 
sums not exseeding Rs. 500. The disputes involve a lot 
of expenditure to litigants; and cheap justice, by means 
of the institution of punchayats and otherwise, seems to 
be necessary. Factiousness is a<feBtore of village life and 

’ modern administration of justice is very costly. 

(8) The joint family system is an important economic 
factor, and an average Indian familjr is an association for 
consumption as well as for production. Partitions of 
real pioperty are indeed common and usually render 
production ineflScient. The joint family system has its 
advantages and drawbacks. It renders living economical 
and conduces to the protection of the weak and the aged. 
But it likewise chills enterprise and puts a premium on 
idleness. Bickerings among the members of a joint 
family are common and their life is rendered miserable, 
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(9) The instinct of charity is strong in India, and 
owing to the prevalence of printte, individuarcharity, the 
need of the poor law does not,esist. Orphanages, hos> 
pitals and ot^r institutions for the relief of the weak, 
the helpless hnd the suffering, have indeed come into esis< 
tence, and there is immense scope for their increase 
and development. The problem of sturdy beggars ..and 
mendicants who consume without making any contribu¬ 
tion, direct or indirect, to the production of communal - 
wealth, is urgent in India. There is a waste of con-' 
sumption going on in this direction which must be 
controlled and reduced. Charity must be diverted to 
more useful channels conformably to the needs of nation¬ 
al progress. 

(10) Luxuries of a sort people of all classes will 
always require. But wasteful luxuries indulged in by the 
higher classes, must be curtailed if the people in the lower 
strata of society are to have the mesns of a decent exis¬ 
tence. The earnings of the latter will have to increase so 
that they may command the necessaries of life in adequate 
quantities. Railvfays, steamships, the post office, the tele¬ 
graph and other agencies of modern crrilization are 
slowly bringing new conveniences and comforts of life 
within the reach even of tliepoor.. Ilut it has been 'stated 
above that from the poiht of view of consumption, there 
is no real and substantial improvement in the lot of the 
lower classes of society, particularly of the rural popu¬ 
lation. 

t 

(11) The rude rural plenty of the olden times, no 
doubt varied by frequent scarcity, has been now replaced 
by a uniform shortage of food stuffs. Cheap food of a 
better quality must be made available to the middle gnd 
lower classes. Sanitary dwellings, nourishing food at 
cheap prices, ample supply of pure water and decent 
doting are the needs of the urban and rural population. 
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Tha lack of these cannot be compensated by the con¬ 
sumption of the so-called luxuries. 

(12) the aveiage indbme per head of the population 
is low to a degree and is not sufficient to affo;d the means 
of a healthy and comfortable living. The extravagance 
spoken of in connection with the Indian masses, must, 
therefore, be understood in a comparative and limited 
, sense. There is yet much room for thrift even her* and 
■ with proper rare a small income may be made to go a 
long way and much waste may be avoided. Saving and 
useful expenditure must be encouraged and the spread of 
ed[ucation is calculated to bring about a good deal of im¬ 
provement in this respect. • 

244. Summary. —When value is expressed in 
terms of money, it is called price. Prices of commodities 
will rise or fall if people are prepared to pay more or may 
pay less for them. The law of demand and supply 
operates here and prices are determined by the quantity 
of supply on the one side and the intensity of demand, on 
the other. Values being expressed in money, the supply 
of the media of exchange, exerts very great influence on 
the course of prices. A rise of prices is the same thing 
as depreciation of money and a fall means the enhance¬ 
ment ^f the purchasing j)ower of money. The fluctuations 
of prices are skown by index numbers. 

Prices may rise under a monopoly and will be lowered 
under the influence of competition. When the supply of 
certain kinds of commodities runs short, e. g. tha supply 
of food grains in times of famine, prices go up, that is a 
certain unit of money purchases smsllsr quantities or a 
larger oidount of money must be paid to buy the same 
quantity of goods. Different causes, operating either on 
the demand or the supply, will raise and lower prices.' 
But when the general level of prices is affected in mther 
direction, we have to turn to the quantity of money in 
dnuiation for an explanation. 
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Thii qmtity theory of mosey ntisfaetorily accounts 
for cbangei in price levels. PricA rrere low in old timeS) 
because the quantity of money iq drculation was small 
and the commodities commonly consumed were plentiful. 
Only those articles were dear, of which the supply was' 
limited. During the last few years, prices have gone up 
all the world over, and this depreciation of money is set 
down to the increased production of gold and the con¬ 
sequent ejpansion of currency and credit. India has now 
been brought into iulimate contact which the markets of 
the outside world aud the general rise of prices has 
extended to this country. 

The rise of prices in' Indie, which began about the 
year 1904, could hare been caused either by an inadequate 
suppiy of commodities or by an increase in the quantity of 
money in circulation. Mr. K, L. Datta who made an 
inquiry into this question for Government, concluded that 
the supply of food grains in India having failed to keep 
pace with the growth of population, their prices rose; and 
in the case of the other commodities he attributed the 
rise to a variety of causes some peculiar to India and the 
others operating throughout the world. >Those who 
expressed Jhe view of Gorenment, declined to believe that 
the quantity of rupees issued fromr Indian mints "had 
anything to do with the^rice of prices which they attribut¬ 
ed to other causes, such as the expansion of credit, exten¬ 
sion of communications and so on, while the critics of the 
Indian currency system held that the general rise of the 
level of prices was brought about by the enormous circula¬ 
tion of the token coins which exceeded the demand. 

The social and economic evolution which is going 
on in the country, has resulted in a steady change in,the 
methods of consumption. Food stuffs have bmme 
dearer within the last few years, and though the raUw^rs 
enable the transport of food grains from one part of 
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bountry tb another in times o{ scarcity and even 4n normal 
timeti the total quantity of the stuffs has not increased'in 
proportibn to the pollution. Tea has indeed become 
a dommon thing, and among the higher, classes, other 
articles of food ate being used as substitutes or additions. 
Among them, there is a tendency to adopt western methods 
in the matter of dress, housing and furniture and a demand 
for these articles has led to an increase of the imparts of 
the commodities calculated to satisfy the new wants. The 
imports of cheap foreign articles has stimulated their 
consumption on an increasing scale. 

In towns enjoying facilitiesiof railway communication 
changes in this Erection are well marked and they are 
slowly penetrating even the countryside. Operatives 
working in factories, require more clothing and a larger 
variety of it and they spend their earnings on other things 
which were luxuries brfore or which they could not have 
thought of using on account of their outlandish character. 
Consumption of liquor is unfortunately spreading fast 
among the lower classes, and on the whole, it appears that 
higher wages have not led to any physical and moral 
improyamen! in these people. 

'The westernising* tendeif<^ is proceeding rapidly in 
the country though the bulk of 'the population living in 
villages, is yet unaffected by it. The standard of living 
is rising among classes of workers whose wages have in¬ 
creased ; but the rude plenty which characterised agricul¬ 
tural and urban life in the past is no longer to be seen. 
Spread of education, the adoption of western ways of life, 
and the establishment of the modem system of aMnistra- 
tion and law are tending to improved sanitation and an 
increasing enjoyment of material comforts. Certain evils 
winch western civilisation and modem industrial orgoniia- 
tioo have, however, brought in their train, have to be 
conAated a they arise. Indebtedness is a chronic cbln* 
tt 
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pltlnt fftm which the workiog ^lueai suffer, tnoit, ui4 
though on the whole, they are simple and sober, there an 
certain directions in which much hToidahle waste' is going 
on; (uid this waste has got to be prevented. The Indian 
working man does not compare unfavourably with the 
operative in other countries except that bis e&rningi and 
standard of living are much lower. ' 
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in the Viceregal Council in omneotion with Finanoial 
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fought persistently for retreobment and economy in public 
expenditure and urged Ooveinment in the eloquent and 
forceful manner, peculiar to him, to adopt measures 
calculated to promote the eoonomio well-being of the 
people. Prof. Sale's book beautifully brings out $he 
principles of the measures Mr. Ookhale advocated, and in 
doing so, practically takes a thirty years’ review the 
financial and eoonomio development of IndiA' Svety one 
who wants to understand the financial systetu'of.Ihdla 
and to know the directions \n whioh^eSorts should bs made 
to improve it, will find« useful guide in Prof. Sale's bo^ . 
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‘‘Xhow irlio Ji»T« nad Profeiior Eala’i Writiafa 
kd^ what to azpeot {rom him. Ha writai aAar oanfai 
■tady hud with Inaight and knowledge. He tonohes on 
■laoafererjr topic that the late Ur. Qokhale had made ida 
own, and if at thnea, he ia a bit warm, it onlr ihows how 
mifch he has entered into the spirit that animated Ur. 
QoUiale in hia apeeches. This ia tmly a vad* eiecuin of 
the lata Ur. Qokhale'a eiswa and ought to be on the table 
of ereiy one in India who wants to know the Indian side 
& public finance questions in this countiy 

— Th* Jlyneire Enmomic -Tintmat. 

" We hare no hesitation in as^iag that it will meet 
with a farourable reception at the hands of the public ”. 

— TAg Wfolth of India. 

" Prof. y. O. Sale pf Keigubson College, Poona, is 
well-known for hia writings on Indian finance and eco¬ 
nomics. In fact, on this side of India, he is the onlp- 
anthoritr in these subjects next to' the Hon'ble Ur. 

Waoha.a.We feel that the book onght to be in the 

hands of ererr educated Indian or Publicist who cates 
to follow the eoonoe^io and| financial development of 

India., 

* —The Oujanti, 

“Ur. Sale has been quite successful in presenting the 
ideas of the great leader in a oonoise form. The little 
book ia illuminating and interesting *. 

—The Modem Reoiew. 

“Thd amaU volume Under notice makes altogether 
.a very instructive, and at the same time interesting 
reading'’. 


—The Makratta 
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—Af flllllttu tSfiM. . 

* proL Kik b aew. diifl, ntthtr mka nttmmtu wi th o u t •ntholty nd 


—Dilttd INU^ Mitlf • Itibi. 

»»ODthowbiJBiboboakmy t cd id <pt !y ttyocfl wtinkd to<f»ry odaoltd 
•ladin, lAo it i> ny anMr j n torwted 1& tibo odwacM an t of hk eontiy. 

4 ' ' —niladluliflev. 

Prof. V. G. Kalt^ who hn olmdy modo • ubo Iqr huHil^ 
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-Thalilntti. 

**PtcL Side ottnipti with necni to weigh ill the viewe oo tbeiab|eM 
idteberiodka orBrH^ ud tfKrebrte jreient to the hegiiwr the met 
HdUH^etd^opbion. And whet le more import, he leidi the mderoe 
to hb «m eoftd&rioBi« meit of die importeot nl^ccti hy clear and ceoTiBelog 

“a 

—Ca^Mwotl. 

**Vxd, Xek k wcIl-kBOm ee a fadkaad wdl'iufortued writer oo eecMonk 
aodoaerqiMtioMidiohao da happy hftaek of eipwlng to wwe in a dnipte 
fewt attraetha etyle ud la a diepairinnate ndrit, and we havenohedtatloain 
ai^Bg that the lifaraiy oCefety edacated ladiSotthowerer nodcet, Aoold mohe 
‘ laoB far die btcrakfa^ aaul conpilatioo." 
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totab Aeaitbor’iBaDiebas preceded thebook. Bothhvhieindmate.hot 
wot if any meani dangeronb acquaiatonoe with IndIn admiidkradTC qwatiaM, 
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